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EXECUTIVE SUMMARY 

Mr. Jones responds to the direct testimony of the Arizona Corporation Commission’s Utilities 

Division Staff, including their positions regarding rate base, operating income, cost of capital and 

rate design, focusing on the points of disagreement between Staff and the Company. 

4dditionally, Mr. Jones sponsors the Company’s rebuttal revenue requirement and updated 

schedules provided with this testimony as Exhibit RcJ-RB2. 

Mr. Jones’ proposed revenue requirements and associated rate increases are summarized as 

follows: 

Revenue Requirement Revenue Increase % Increase 

Chino Application $497,378 $139,014 3 8.79% 

Staff Direct $357,985 $0 0.00% 

Chino Rebuttal $402,603 $44,618 12.46% 
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I 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

INTRODUCTION 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE 

NUMBER. 

My name is Ray L. Jones. My business address is 18835 North Thompson Peak 

Parkway, Suite 215, Scottsdale, AZ 85255, and my business phone is (623) 341-4771. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER? 

I am testifying on behalf of the Applicant, Chino Meadows I1 Water Company, Inc. 

(“Chino” or “Company”). 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am the owner and principal of ARICOR Water Solutions LC (“ARICOR’)), a consulting 

firm providing services to the water and wastewater utility industry. 

WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND 

BEFORE GOING TO WORK FOR ARICOR? 

I began my working career with Citizens Utilities Company (“Citizens”) in I985 as a 

Staff Engineer for the Maricopa County water and wastewater division. I was employed 

at Citizens for 17 years, ascending to Vice President and General Manager for the 

Arizona water and wastewater operations. In 2002, American Water (“American”) 

purchased the water and wastewater assets of Citizens, and I joined American as the 

President of Arizona-American Company. I left American in 2004 to start ARICOR. 

I received a Bachelor of Science in Civil Engineering in 1985 from the University of 

Kansas, and a Master of Business Administration in 1991 from Arizona State University. 

I am a Registered Professional Engineer in Arizona and California and a Grade 3 

Certified Operator in Arizona for all four water and wastewater classifications. I 
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specialize in water resource issues, regulatory strategies, rate case filings and water and 

wastewater utility management and operations. 

In addition to my consulting practice, I am the Executive Director of the Water Utilities 

Association of Arizona (“WUAA”). Founded in 1961, WUAA is a non-profit association 

representing Arizona’s private, regulated water and wastewater utilities. 

2. 
9. 

[I 

2. 

9. 

2. 
9. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 

In my time with Citizens and American, I prepared or assisted in the preparation of 

multiple filings before the Arizona Corporation Commission (“Commission”), including 

rate applications and certificate of convenience and necessity (“CC&N’) filings. Since 

starting ARICOR, I have prepared several filings and assisted in the preparation of 

several more filings before the Commission, including rate applications and CC&N 

filings. I have also provided testimony in all of these cases before the Commission. A 

summary of my regulatory work experience is included in my resume attached hereto as 

Exhibit RLJ-RBI. 

PURPOSE OF TESTIMONY 

HAVE YOU REVIEWED THE DIRECT TESTIMONY FILED BY STAFF IN 

THIS CASE? 

Yes, I have reviewed the testimony of Teresa B. Hunsaker and Jian W. Liu. 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

I will respond to the direct testimony of Staff, including their positions regarding rate 

base, operating income, cost of capital and rate design, focusing on the points of 

disagreement between Staff and the Company. Additionally, I will sponsor the 
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Company’s rebuttal revenue requirement and updated schedules provided with this 

testimony as Exhibit RL J-RB2. 

[I1 

a. 

4. 

2. 
1. 

PRELIMINARY STATEMENTS AND GENERAL RESPONSE TO STAFF 

TESTIMONY AND POSITIONS 

HOW ARE THE COMPANY’S POSITIONS AND TESTIMONY IN THIS CASE 

INTERRELATED WITH THE POSITIONS AND TESTIMONY PRESENTED IN 

THE RATE APPLICATION OF THE COMPANY’S AFFILIATE, GRANITE 

MOUNTAIN WATER COMPANY (“GRANITE”)? 

Chino and Granite are sister companies operated from a common office using common 

staff. In addition, a third much smaller company, Antelope Lakes Water Company 

(“Antelope”) is affiliated with Chino and Granite and operated from the common office 

using common staff as well. As discussed by Staff witness Hunsaker, the position taken 

in one case can impact the position in the other case, particularly with respect to allocated 

common costs. For this reason the positions taken in both cases, in addition to being 

evaluated independently, must be evaluated as a whole and in consideration of the overall 

impact to the combined operations of Chino and Granite. 

WHAT IS THE COMPANY’S INTITAL REATION TO STAFF’S TESTIMONY? 

The Company thanks Staff for what is clearly a thorough evaluation of both Chino and 

Granite. Staff has done an excellent job of dealing with the complexity of the 

interrelation between the operations of Chino and Granite and presented positions in the 

cases that are mathematically consistent and complete across both of the rate filings. 

Staffs positions and proposed adjustments are presented in a detailed and understandable 

manner. Although the Company does not fully agree with all aspects of the various 

adjustments proposed by Staff, the Company believes the positions presented by Staff are 
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in large part reasonable. Therefore, the Company will accept most of Staffs proposed 

adjustments in an effort to limit issues and demonstrate the Company’s commitment to 

improving its operations and meeting Staffs expectations concerning record keeping and 

cost accounting. 

WHAT ARE THE SIGNIFICANT OVERALL ISSUES THAT THE COMPANY 

WOULD LIKE TO ADDRESS? 

The Company’s most significant overall concern is with Staffs proposed allocation of 

common costs between Chino, Granite, and Antelope. The Company has historically 

used customer counts as a basis of allocation. Staff is proposing to move to a more 

complex 4-factor common cost allocation method that shifts costs and revenue away from 

Chino, the largest and most significant of the three affiliates. Staffs proposal 

significantly shifts costs and revenue to Granite and to a lesser degree to Antelope. 

Both Granite and Antelope are new, small companies with, relative to Chino, fewer 

customers, higher levels of plant investment and, in the case of Granite, higher rates. 

Shifting costs to Granite-a company with fewer customers and significantly higher rates 

than Chino-will create revenue instability both for Granite and the water companies as a 

whole. Additionally, Granite is facing a significantly higher percentage increase in these 

interrelated cases. Accordingly, it is very likely that Granite will under-collect its 

authorized revenue by a significant magnitude. If the authorized revenue for Granite 

cannot be collected, common expenses may not be covered, which would harm the 

operations of both Chino and Granite. 

It is also concerning that S t a r s  proposal would move the companies contrary to industry 

trends. The Commission and industry are exploring ways to encourage consolidation and 

to make it easier for small water companies to be acquired by larger, better capitalized 
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companies. Unfortunately, the cost shift embedded in Staffs recommendation would 

discourage consolidation or acquisition. The two companies, Chino and Granite, would 

be moved farther apart in terms of rates, increasing the complexity of any future 

consolidation or acquisition. 

Q. 

4. 

HOW SIGNIFICANT IS THE CHANGE IN STAFF’S PROPOSED COST 

ALLOCATION? 

It is very significant. The Company has historically used customer counts as the basis of 

most common cost allocations and currently uses customer count as the only method of 

allocating common costs. The resulting current common cost allocation is 88% to Chino 

and 12% to Granite. In contrast Staffs proposed allocation is only 70.12% to Chino with 

26.93% going to Granite and 2.95% going to Antelope. This change in allocation shifts a 

very significant $49,006 in common costs away from Chino, where they are far more 

likely to be collected, to Granite and Antelope where they are almost certain to be under- 

collected and in the case of Antelope, not collected at all. The cost shift is so severe that 

the increase recommend by Staff for Granite is actually larger than what the Company 

originally requested, even though Staff has disallowed substantial costs and rate base 

proposed by Granite. In contrast, Staff recommends no increase at all for Chino. 

The Company will present a more balanced, simplified approach to cost allocation that 

moves incrementally toward Staffs allocation while providing both Chino’s and 

Granite’s reasonable opportunities to recover the common costs related to the operation 

of both companies. 
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ARE THERE OTHER AREAS OF DISAGREEMENT WITH STAFF THAT YOU 

WILL ADDRESS IN YOUR REBUTTAL TESTIMONY? 

The only significant rate base disagreement concerns Staff’s recommendation to disallow 

portions of its plant due to records being destroyed when the Company’s offices were 

destroyed by fire. The loss of plant records was beyond the Company’s control, so all 

documented plant costs should be allowed in its rate base. The only significant issue 

regarding expenses, other than the cost allocation issue previously discussed, is a partial 

disagreement with the disallowance of a portion of Mr. Levie’s salary. The remaining 

differences are largely the fall-out impacts from the above discussed disputes. 

REBUTTAL REVENUE REQUIREMENT 

WHAT IS CHINO’S REBUTTAL REVENUE REQUIREMENT? 

Chino’s rebuttal revenue requirement is shown on Schedule RLJ-1 Rebuttal. Chino is 

now requesting a revenue increase of $44,995, an increase of 12.57% over adjusted test 

year revenues of $357,985. The reduction in revenue requirement, as compared to the 

Company’s original filing, is attributable to the Company adopting, either in whole or in 

part, a number of rate base and expense adjustments recommended by Staff. 

WOULD YOU SUMMARIZE CHINO’S AND STAFF’S REVENUE 

REQUIREMENT POSITIONS? 

The proposed revenue requirements and associated rate increases are summarized as 

follows: 

Revenue Requirement Revenue Increase 9’0 Increase 

Chino Application $497,378 $1 39,014 38.79% 

Staff Direct $357,985 $0 0.00% 

Chino Rebuttal $402,603 $44,6 18 12.46% 
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V 

2. 
9. 

2. 

4. 

2. 

4. 

COMPANY’S REBUTTAL ADJUSTMENTS 

A RATE BASE ADJUSTMENTS 

HAS THE COMPANY UPDATED ITS RATE BASE POSITION? 

Yes. As discussed below and presented in Schedule RLJ-2, the Company has 

position on rate base. 

ipdated is 

Accepted Rate Base Adiustments 

WHICH RATE BASE ADJUSTMENTS PROPOSED BY STAFF HAS THE 

COMPANY ACCEPTED? 

The Company accepts Staff Adjustments No. 3, No. 4, No. 5 and No. 6, but opposes rate 

base adjustments 1,2, 7, and 8. 

Staff Rate Base ADJ No. 1 - Unsupported Plant 

WHY DOES THE COMPANY OPPOSE STAFF RATE BASE ADJUSTMENT 

NO. l? 

Staff Adjustment No. 1 would remove 10% of the cost of $42,759 of plant in service 

fiom rate base by increasing the Company’s CIAC balance by $4,276. This reduction to 

rate base is reduced by intervening amortization of the CIAC balance. The Company has 

supported this plant through accounting records and there is no dispute that the amount 

represents plant in service. The Company cannot provide detailed invoices for the plant 

because all of the Company’s records were destroyed when the Company’s offices were 

destroyed by fire. Despite the Company’s best efforts, the Company was only able to 

obtain duplicate support for some of its plant. Unfortunately, the Company was unable to 

obtain source documentation for this portion of the destroyed records because vendors 

were out of business or had purged their records. The fire was an event not within the 

Company’s control and it has made all reasonable efforts to reconstruct its plant records. 
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The fire was damaging enough to the Company. Further damaging the Company 

financially by disallowing rate base would be punitive and should be rejected. 

2. 
\. 

Q* 

4. 

Staff Rate Base ADJ No. 2 - CIAC From Insurance Proceeds 

DOES THE COMPANY OPPOSE STAFF RATE BASE ADJUSTMENT NO. 2? 

No. The Company has adopted the increase to CIAC of $6,130 as recommended by 

Staff. However, the Company believes that Staff has made a minor mistake in the 

calculation of the off-setting CIAC amortization by using the wrong amortization period 

(.5 years instead of 1.5 years). Additionally, the Company’s Rebuttal CIAC amortization 

adjustment is calculated on a composite basis and takes into account the impact of Staffs 

other plant adjustments on the amortization rate. Although the differences are minor, the 

Company believes its Rebuttal CIAC amortization adjustment supported by Schedule 

RLJ-2 Rebuttal, Pages 5.1 and 5.2 is more comprehensive and should be adopted. 

Staff Rate Base ADJ No. 7 - Accumulated Depreciation 

WHAT IS THE COMPANY’S DISAGREEMENT WITH STAFF RATE BASE 

ADJUSTMENT NO. 7? 

There is no disagreement in methodology or underlying plant balances. However, Staffs 

Schedule TBH CM-11 contains a calculation error. The calculation of accumulated 

depreciation is overstated because it does not take into consideration the fully depreciated 

plant in Plant Accounts 330.1,330.2, 331, 333,339, and 345 per DecisionNo. 72896. 

The Company’s accumulated depreciation adjustment [2.2] shown on Schedule RLJ-2, 

page 4, and supported by the calculation presented on Schedule RLJ-2 Rebuttal, Pages 

6.1 to 6.5, should be used as the basis of determining the Company’s accumulated 

depreciation balance. 
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Staff Rate Base ADJ No. 8 -Working Capital 

WHY DO THE COMPANY AND STAFF DISAGREE ON THE WORKING 

CAPITAL ALLOWANCE? 

The difference is minor and due entirely to differences in adjusted test year expenses 

discussed in the following section of testimony. The Company has updated it working 

capital allowance to reflect its rebuttal position. 

Summary of Rate Base Differences 

WHAT ARE THE COMPANY’S AND STAFF’S CURRENT RATE BASE 

POSITIONS? 

Staff is recommending a rate base of $135,369 and the Company is recommending a rate 

base of $168,688, a difference of $33,299. 

B INCOME STATEMENT ADJUSTMENTS 

HAS THE COMPANY UPDATED ITS INCOME STATEMENT POSITION? 

Yes. As discussed below and presented in Schedule RLJ-3, the Company has updated is 

position on income statement items. We accept certain adjustments but oppose others. 

Acceated Income Statement Adjustments 

WHICH INCOME STATEMENT ADJUSTMENTS PROPOSED BY STAFF HAS 

THE COMPANY ACCEPTED? 

The Company accepts Staff Adjustments No. 1, No. 2, No. 3 and No. 4. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

zhino Meadows I1 Water Company, Inc. 
locket No. W-023 70A- 14-023 1 
tebuttal Testimony of Ray L. Jones 
’age 10 of 20 

A 

1. 

2. 

1. 

Staff Operating Income Adiustment No. 5 - Allocations 

WHAT ASPECTS OF STAFF INCOME STATEMENT NO. 5 DOES THE 

COMPANY OBJECT TO? 

Staff Rate Base Adjustment No. 5 is a complex adjustment with multiple parts. The 

Company appreciates the work Staff put into the adjustment and contests only two very 

specific aspects of the adjustment. The Company disagrees with the full amount of 

Staffs disallowance of a portion of Mr. Levie’s salary, and as previously discussed, the 

Company proposes a more balanced and simplified approach to cost allocation between 

Chino and Granite. 

WHAT ASPECT OF MR. LEVIE’S SALARY DISALLOWANCE DOES THE 

COMPANY WISH TO ADDRESS? 

The Company objects to the deduction of 33% of total monthly hours as detailed on Line 

14 of Schedule TBH CM-19g. The Company believes this deduction is unnecessary 

because the salary paid to Mr. Levie of $37,700 already includes a deduction for Mr. 

Levie’s time away from the office. As noted by Ms. Hunsaker, Mr. Levie is only a half- 

time employee of Chino and Granite. However, Mr. Levie is a half-time employee 

because he spends time away from the office and managing his other businesses. To 

remove costs a second time as recommended by Staff would be duplicative. 

The Company proposes a total salary for Mr. Levie of $33,027. This amount is arrived at 

by taking the actual salary paid to Mr. Levie of $37,700 and deducting the $4,673 

deduction for duplication of effort with the Operations Manager as recommended by 

Staff. The Company’s proposed pre-allocation salary of $33,027 is a very reasonable 

salary for the Company resident, who serves as the chief executive and legal counsel for 
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both Chino and Granite, and should be adopted by the Commission. The resulting salary 

allocation to Chino for Mr. Levie is $26,587. 

WHAT IS THE COMPANY’S POSITION ON COST ALLOCATION? 

As previously discussed, the Company is very concerned about the abrupt cost shift from 

Chino to Granite that would result from Staffs recommended 4-factor cost allocation. 

Chino is an established, mature company that provides 75% of the combined revenue of 

Chino and Granite. In contrast, Granite is a new, small company that is struggling to 

grow and does not produce sufficient revenue to provide an adequate return on the 

relatively high plant investment. Shifting operating costs from Chino to Granite through 

aggressive allocation of costs will destabilize the revenue of both companies and 

negatively impact the common operation’s ability to cover its common expenses and 

ultimately harm the operations of both Chino and Granite. 

ARE THERE SPECIFIC CONCERNS WITH THE 4-FACTOR USED BY STAFF? 

The Company’s primary concern is with the result of the proposed allocation rather than 

the methodology itself. The Company does find the factors used to be unusual. I have 

never seen Revenues or Sales (gallons pumped) used in a 4-factor allocation. 

Additionally, the use of net plant, rather than gross plant is, in my experience, contrary to 

common practice and particularly problematic for Chino with its mature, depreciated rate 

base. Use of these four atypical factors introduces needless complexity for a small 

organization that needs simplicity to be successful. 

WHAT IS THE SPECIFIC ISSUE WITH THE USE OF NET PLANT? 

As briefly explained earlier, Chino’s authorized depreciation rates are clearly in excess of 

the actual physical depreciation of its plant. This has caused Chino’s net plant balance to 

be unrealistically low and not representative of the scope of the Company’s operation. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

:hino Meadows I1 Water Company, Inc. 
locket No. W-02370A-14-023 1 
kebuttal Testimony of Ray L. Jones 
’age 12 of 20 

Gross plant would be a much better measure of the relative scope of Chino’s operation. 

However, even gross plant falls somewhat short of presenting an accurate portrayal of 

Chino. This is because Chino was originally acquired by Mr. Levie through a bankruptcy 

sale and, pursuant to Commission orders, the Company’s books reflect the discounted 

purchase price rather than the actual original cost of the original plant in service. Chino’s 

aging plant further distorts the relationship between the two companies. Chino’s older 

plant requires significant staff effort as compared to Granite’s relatively new plant. This 

reality is not captured when comparing even gross plant balances. So, it would also be 

inappropriate to rely too heavily on gross plant as an allocation factor. 

ARE THERE SPECIFIC CONCERNS WITH ALLOCATION COSTS TO 

ANTELOPE? 

Yes. Antelope is a very small company with two customers and no possibility of any 

near-term growth. The total revenues of Antelope in 20 14 were $6 12.97, barely enough 

to pay the power bill and property taxes. Allocation of any costs to Antelope is 

premature and, put plainly, will not be collected and will harm the combined operation of 

the companies. 

WHAT IS THE COMPANY’S PROPOSAL? 

The Company continues to believe that customer counts represent the simplest and most 

accurate way for Chino to allocate costs and that customer counts should dominate any 

cost allocation model between Chino and Granite. However, the Company acknowledges 

that plant balances are traditionally used in cost allocation and in an effort to move 

toward Staffs approach, proposes to include gross plant in the calculation. Specifically 

the Company has used test year customers, projected 2018 customers (five-year forward 

looking), and gross plant to arrive at a cost allocation. The Company weights the 
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customer counts 2 . 5 ~  each for a total customer count weighting of five times, compared 

to gross plant which is given single weighting. The result is an allocation of 80.5% to 

Chino and 19.5% to Granite. The Company proposes to use this allocation on a going- 

forward basis beginning with 20 16. 

Q- 

4. 

Q. 
4. 

2. 

4. 

HAS THE COMPANY PREPARED WORKPAPERS SHOWING HOW THE 

COMPANY’S TREATMENT OF MR. LEVIE’S SALARY AND ITS PROPOSED 

COST ALLOCATION AFFECT STAFF’S OPERATING INCOME 

ADJUSTMENT NO. 5? 

In order to provide simplicity and clarity, the Company has recalculated Staff Operating 

Income Adjustment No. 5 using Staffs Excel workbook. The impacted Schedules are 

TBH CM-l9a, TBH CM- 19c, TBH CM-l9e, and TBH CM-19g. Copies of those 

schedules as modified by the Company are attached as Exhibit RLJ-RB3. 

Depreciation Expense - Company ADJ IS-6 (Staff Income Statement ADJ No. 6) 

HAS COMPANY ADJUSTMENT IS-6 BEEN UPDATED? 

Yes. The Company and Staff are in agreement regarding depreciation expense 

methodology with the difference in depreciation expense resulting from differing levels 

of CIAC being amortized due to the disagreement regarding Staff Rate Base ADJ NO. 1. 

WHAT ABOUT THE DIFFERENT POSITION ON DEPRECIATION RATES 

FOR PLANT ACCOUNTS 311 AND 341? 

As is evidenced by the Company’s zero net plant balances for Plant Accounts 3 1 1 and 

34 1, the depreciation rates recommended by Staff and authorized by the Commission for 

Chino for these accounts are obviously excessive and in excess of the actual physical 

depreciation of these categories of plant. Since the Company has no net plant in these 
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accounts and therefore no depreciation expense, in an effort to limit issues, the Company 

will drop its request to change the depreciation rates for these accounts. 

Q. 
4. 

Q. 
A. 

VI 

Q. 

A. 

Property Tax - Company ADJ IS-7 - (Staff Income Statement ADJ No. 7) 

HAS COMPANY ADJUSTMENT IS-7 BEEN UPDATED? 

Yes. The Company and Staff are now in complete agreement regarding the methodology 

for calculating property tax expense and agree on test year property tax expense. 

However, Property Tax Expense is included in the Gross Revenue Conversion Factor. 

Since the Company and Staff disagree on their revenue recommendations, the 

recommend property taxes at proposed rates are different. 

Income Taxes ADJ IS-8 - (Staff Income Statement ADJ No.8) 

HAS COMPANY ADJUSTMENT IS-17 BEEN UPDATED? 

Yes. The Company and Staff are now in complete agreement regarding the methodology 

for calculating income tax expense. The parties’ test year income tax expense 

calculations disagree due to differing positions on test year expenses. Income Tax 

Expense is also included in the Gross Revenue Conversion Factor. Since the Company 

and Staff disagree on their revenue and expense recommendations the recommend 

income taxes at proposed rates are different. 

RATE DESIGN 

HAS THE COMPANY PREPARED A RATE DESIGN TO SUPPORT ITS 

REQUESTED INCREASE? 

Yes. The Company’s proposed rate design is presented on Schedule RLJ-4. The rate 

design slightly lowers revenue collected from the base charge to 52.3% of revenue from 

55.1% of revenue while slightly increasing commodity revenue. This rate design will 

promote revenue stability while encouraging conservation. Although the Company has 
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only 5/8” x 3/4” residential meters, it has proposed a rate design for larger meters. The 

proposed large meter rate design break-over points are consistent with the rate design for 

Granite supported by both Staff and the Company. Lastly, to avoid unnecessary 

complexity, the Company has not proposed separate rates for small commercial meters. 

VI1 

2- 

2. 

2. 

9. 

OTHER ISSUES 

Code of Conduct 

WHAT IS THE COMPANY’S POSITION REGARDING THE DEVELOPMENT 

OF A CODE OF AFFILIATE CONDUCT (STAFF RECOMMENDATION NO. 6)? 

The Company is committed to improving its record keeping and cost accounting to 

address the issues raised by Staff in this case and to separate the costs related to 

unregulated affiliates fiom the cost related to Chino and the regulated affiliates. The 

Company does not oppose development of a Code of Affiliate Conduct as recommended 

by Staff. The Company notes, however, that while a Code of Affiliate Conduct would 

govern relationships and transactions between the regulated and nonregulated affiliates, it 

would only be adopted by the regulated affiliates and applicable to the transactions 

recorded by the regulated affiliates that are under Commission jurisdiction. 

4-Factor Allocation and Use of Detailed Time Sheets 

WHAT IS THE COMPANY’S POSITION REGARDING USE OF STAFF’S 4- 

FACTOR ALLOCATION METHOD AND DETAILED TIME SHEETS? (STAFF 

RECOMMENDATION NO. 5)? 

For the reasons discussed in this testimony, the Company opposes the use of Staff‘s 4- 

factor allocation model and instead proposes to allocate common costs 80.5% to Chino 

and 19.5% to Granite on a going-forward basis beginning with 201 6. In regard to the use 

of detailed time cards, the Company does not support this as a separate recommendation. 
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The Company believes the use of time cards can and should be incorporated into the 

Code of Affiliate Conduct. 

Report of Corporate Cost Allocations 

WHAT IS THE COMPANY’S POSITION REGARDING THE ANNUAL FILING 

OF A REPORT OF CORPORATE COST ALLOCATIONS (STAFF 

RECOMMENDATION NO. 4)? 

This recommendation is unnecessary. The Company intends, to the extent possible, to 

update its practices to eliminate cost allocations between its regulated and unregulated 

affiliates. The Company proposes to document these changes in the Code of Affiliate 

Conduct. Additionally, the current Staff recommendation is not detailed enough to allow 

the Company to determine what specifically would be reported. 

Affiliate Receivables and Pavables 

WHAT IS YOUR UNDERSTANDING OF STAFF’S RECOMMENDATIONS 

REGARDING AFFILIATE RECEIVEABLES AND PAYABLES (STAFF 

RECOMMENDATION No. 3)? 

My understanding is that the recommendation contains a number of separate 

recommendations that are not all stated in the numbered recommendation. My 

understanding of the full recommendation is can be summarized as follows: 

1. The Company should collect all receivables fiom affiliates within one year from 

the Decision in this case. 

2. The Company should cease making any further personal loans or advances with 

Company funds. 
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3. The Company should pay all payables to affiliates within 24 months of the 

Decision in this case. 

4. The Company should obtain specific authorization by the Commission for 

indebtedness payable, including amounts appearing in affiliate payable accounts. 

Q. 
4. 

2. 

I. 

WHAT IS THE COMPANY’S POSITION ON THE RECOMMENDATIONS? 

The Company accepts parts 1 and 2 of the recommendation with the understanding the 

part 2 applies only to affiliates. For example, the Company does occasionally advance 

funds to unaffiliated employees with the funds being recovered from future pay checks. 

The Company believes this practice is consistent with industry practices and that it 

should be able to continue the practice. 

The Company is concerned with parts 3 and 4 of the recommendation concerning 

transactions between the regulated affiliates and is unable to support the 

recommendations at the current time. The Company will support the recommendation 

with respect to unregulated affiliates. 

WHAT ARE YOUR CONCERNS WITH PARTS 3 AND 4 OF THE 

RECOMMENDATION? 

As discussed in this testimony, the regulated affiliates are operated using common 

facilities and common staff and they are at different stages in their life cycles, with Chino 

being established and Granite and Antelope being relatively new companies dealing with 

high plant costs. The Company believes that the ability to use excess funds from one of 

the regulated affiliates to support the cash needs of another regulated affiliate is in the 

public interest, and the practice is consistent with the industry and Commission efforts to 

explore consolidation of smaller companies. Moreover, tracking these funds through the 
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use of intercompany receivable/payable accounts is a convenient and efficient method to 

record the transactions that provides complete transparency to the Commission. As long 

as there is no interest charged and no expectation that the funds be repaid, as is the case 

here, there is no debt that requires approval by the Commission. 

If Staffs recommendation is adopted, Chino and the other regulated companies would be 

forced to adopt burdensome, formalized policies and potentially obtain approvals prior to 

transferring funds. In all likelihood, the only solution to meeting the utilities' cash needs 

would be for the providing company to go through required corporate formalities and 

issue a potentially taxable dividend to Mr. Levie'. Mr. Levie would in-turn provide the 

after-tax portion of the dividend to the receiving company to be recorded as additional 

paid in capital. In the end, the companies would be in the same position-less any 

income tax effects- but efficiency and transparency would be lost. The Company 

requests that the Commission allow the Company to continue its current practice of 

tracking the transfer of funds from one regulated affiliate to another regulated affiliate 

through the use of intercompany receivable/payable accounts. If and to the extent this 

practice requires Commission approval, the Company asks the Commission to issue the 

required approval in this case or in the alternative waive the applicable requirement 

necessitating the approval. 

Note: Chino has multiple stockholders, all affiliated (family) with Mi. Levie. 
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Q. 

4. 

Interim Manager 

WHAT IS THE COMPANY’S POSITION REGARDING STAFF’S REQUEST 

FOR AUTHORITY TO APPOINT AN INTERIM MANAGER IF THE 

COMPANY VIOLATES THE CODE OF AFFILIATE CONDUCT? 

As I understand it, Staff asks for authority, without fixther action bv the Commission, to 

appoint an interim manager if the Company violates the adopted Code of Affiliate 

Conduct. I am not an attorney, but I am told that this authority would violate Chino’s 

due-process rights guaranteed by the United States Constitution. I am told further that 

the 14th Amendment of the United States Constitution requires that a party receive notice 

and a fair hearing before being deprived of personal or property rights, where the hearing 

includes at least notice of the hearing, a hearing with the right to produce witnesses and 

examine adverse witnesses, and to have a full consideration and determination according 

to evidence before the body with whom the hearing is held. If Staff continues to make 

this recommendation, the Company will address the legal issue in its brief. 

To my knowledge, the Commission has heretofore justified appointment of an interim 

manager only in extraordinary circumstances, where public health and safety is 

jeopardized. And in every case, the appointment followed a public hearing where the 

affected utility had notice, an opportunity to appear and present evidence, and the 

Commission issued an order containing findings of fact and conclusion of law. Staff asks 

to bypass these due-process safeguards by delegating to itself the ability to appoint an 

interim manager if it determined in its sole discretion that Chino had violated the Affiliate 

Code of Conduct. Yet, it is difficult to understand the relationship of any provision 

suggested by Staff to public health and safety. 
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Further, Staffs request is not supported by the evidence in this case. The Company has 

been transparent and open in its dealings with Commission. There is no evidence of any 

willful violation of Commission rules or accounting standards. The Company has 

cooperated in accepting Staffs recommendations and otherwise correcting any 

accounting irregularities. 

Finally, Staffs request would set dangerous precedent. In my experience, small water 

companies do not have and cannot afford the staffing or expertise necessary to 

understand and comply with every nuance of utility accounting and the Commission's 

rate-making requirements. Mistakes are made, and they happen even at the large water 

companies that have extensive staff dedicated to accounting and regulatory compliance. 

A continuing threat of confiscation of a small water company from its owner does not 

serve the public interest and would only make the difficult business of operating a small 

water company more difficult. 

2. 
4. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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Wata Solutions 
Ray L. Jones P.E. 
Principal 

18835 North Thompson Peak Parkway, Suite 215 
Scottsdale, Arizona 85255 

EXPERTISE 

Mr. Jones founded ARICOR Water Solutions in 2004. Through ARICOR Water Solutions, Mr. Jones offers a wide 
range of engineering and financial analysis services to the private and public sectors. Projects include development of 
regulatory strategies and preparing rate cases, including preparation of rate studies, cost of service studies, financial 
schedules and testimony for filings before the Arizona Corporation Commission. Services also include consultation 
on water and wastewater utility formation, management and operations, and valuation, including due diligence 
analysis, water resources strategy development and water rights valuation. ARICOR Water Solutions provides water, 
wastewater and water resource master planning, water and wastewater facilities design, and owner representation; 
including value engineering, program management and construction oversight. Lastly, ARICOR Water Solutions 
supports water solutions with contract operations and expert witness testimony and litigation support. 

EMPLOYMENT HISTORY 

2002 to 2004 Arizona-American Water Company 
President 
Responsible for leadership of the Arizona business activities of Arizona-American Water 
Company. Key responsibilities include developing and evaluation new business 
opportunities, developing strategic plans, establishing effective government and 
community relations, insuring compliance with all regulatory requirements, and 
providing management and guidance to key operations and support personnel. 

1998 to 2002 Citizens Water Resources, Arizona Operations 
Vice President and General Manager 
Responsible for leadership of the Arizona regulated and unregulated business activities of 
Citizens Water Resources. Key responsibilities included developing and evaluation new 
business opportunities, developing strategic plans, establishing effective government and 
community relations, insuring compliance with all regulatory requirements, and 
providing management and guidance to key operations and support personnel. 

1990 to 1998 

1985 to 1990 

EDUCATION 

Citizens Water Resources, Arizona Operations 
Engineering and Development Services Manager 
Responsible for management of a diverse group of business growth related activities. 
Responsibilities include: marketing of operation and maintenance services (unregulated 
business growth), management of new development activity (regulated business growth), 
management of engineering functions (infrastructure planning and construction), 
management of water resources planning and compliance, management of growth-related 
regulatory h c t i o n s  (CC&N’s and Franchises), and management of capital budgeting 
functions and capital accounting functions. 

Citizens Water Resources, Arizona Operations 
Civil Engineer 
Responsible for the planning, coordination and supervision of capital expansion and 
major maintenance and rehabilitation projects as assigned. Responsible for development 
of capital program for Maricopa County Operations. 

Arizona State University - Master of Business Administration (1991) 
University of Kansas - Bachelor of Science in Civil Engineering (1985) 
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Filing 
Year 

1992 

PROFESSIONAL CERTIFICATION 

Utility(ies) Filing Type(s) Docket(s) 

CC&N Extension (Expansion of Sun U-2334-92-244 Citv West) Sun City West Utilities Company 

Registered Professional Engineer - Civil Engineering - Arizona 
Professional Engineer - Civil Engineering - California 
Certified Operator - Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution - Arizona 

PROFESSIONAL AFFILIATIONS 

0 

0 

Executive Director - Water Utilities Association of Arizona 
Member - American Society of Professional Engineers 
Member - American Society of Civil Engineers 
Member - American Water Works Association 
Member - Arizona Water Association 
Member - Water Environment Federation 

CIVIC AND COMMUNITY INVOLVEMENT 

Board of Directors - Greater Maricopa Foreign Trade Zone (2009 - Present) 
Advisory Member - Water Resources Development Commission (201 0 - 2012) 
Chairman WESTMARC (2008) 
Director and Member of the Executive Committee- WESTMARC (1998 - 2010) 
Co-Chairman, WESTMARC Water Committee (2006 - 2007) 
Chairman-Elect WESTMARC (2007) 
Member - Corporate Contributions Committee, West Valley Fine Arts Council Diamond Ball (Chairman 2005) 
Member - Technical Advisory Committee - Governor’s Water Management Commission (200 1) 
Board Member, Manager & Past Chairman -North Valley Little League Softball 

REGULATORY EXPERIENCE 

U- 1656-95-4 17 
U-2276-95-417 
U-2334-95-417 
u-1595-95-417 



2ooo 

2000 

2002 

2004 

Citizens Water Resources Company 

Citizens Water Services Company 

Citizens Communications Company 
Citizens Water Services Company 

of Arizona 

of Arizona 

of Arizona 

Arizona-American Water Company 

Arizona-American Water Company 
Rancho Cabrillo Water Company 

2005 

2005 

2006 

West End Water Company 

Arizona-American Water Company 

Arizona-American Water Company 

2010 

201 1 

201 1 

2012 

Chino Meadows I1 Water Company 

Pima Utility Company 

Tusayan Water Development 
Association, Inc. 

(Representing the Town of 
Tusayan) 

Valley Utilities Water Company, 
Inc. 

Ray L. Jones P.E. 
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Filing Type(s) Utility(ies) Filing 
Year 

Docket(s) 

CC&N Extension and Accounting 
Order (Anthen Jacka Property and 
Phoenix Treatment Agreement) 

CC&N Extension and Approval of 
Hook-Up Fee (Verrado) 

SW-3455-00-1022 
SW-3454-00-1022 

W-0132B-00-1043 
SW-0354A-00-1043 

WS-01303A-02-0867 
WS-01303A-92-0868 
WS-0 1303A-02-0869 
WS-0 1303A-02-0870 
WS-01303A-02-0908 
WS-0 1303A-04-0089 
W-01303A-04-0089 
SW-03898A-04-0089 

Ratemaking 

CC&N Transfer 
I Rancho Cabrillo Sewer Company 
I Johnson Utilities Company, LLC 

CC&N Extension WS-02987A-04-0288 (Representing Pulte Home 

Perkins Mountain Utility Company 
Perkins Mountain Water Company 

New CC&N & Initial Rates WS-20379A-05-0489 
W-20380A-05-0490 

W-01157A-05-706 CC&N Extension 

Approvals Associated with 
Construction of Surface Water 
Treatment Facility 

Ratemaking 

Ratemaking 

W-01303A-05-0718 

WS-01303A-06-0403 

W-02069A-08-0406 1;;: 1 Sunrise Water Company 

Baca Float Water Company Ratemaking WS-0 1678A-09-0376 

2009 1 Aubrey Water Company Lost Water Evaluation (Rate Case 
Compliance) W-03476A-06-0425 

W-04161A-09-0471 X.):: 1 White Horse Ranch Owner’s Assn. 

Litchfield Park Service Company 

Ratemaking 

Ratemaking W-0 1427A-09-0104 

W-02370A-10-0519 Ratemaking 

Ratemaking W-02 1999A- 1 1-0329 
WS-02 199A- 1 1-0330 

Ratemaking W-02350A-10-0163 

Ratemaking W-014 12A-12-0195 
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Filing Type(s) Docket@) Utility(ies) 

Far West Water & Sewer, Inc. Ratemaking WS-03478A-12-0307 

Sahuarita Water Company, LLC Amend Off-Site Facilities Hook-Up 
Fee W-0371 SA-09-0359 

New River Utility Company Ratem aking W-01737A- 12-0478 2012 

2013 

2012 

2013 

2013 

2013 

2012 

Far West Water & Sewer, Inc. New Off-Site Facilities Hook-Up Fees WS-03478A-13-0200 

Adman Mutual Water Company Ratemaking W-01997A-12-0501 

CC&N Extension WS-03478A-13-0250 Far West Water & Sewer, Inc. 

Lago Del Oro Water Company Ratemaking W-01944A-13-0215 

W-01944A-13-0242 Lago Del Oro Water Company 

Sunrise Water Company 

Financing 

Financing W-02069A-12-026 1 

1 2010 WS-03478A- 10-0523 Far West Water & Sewer, Inc. 

Granite Mountain Water Co., Inc. 

CC&N Extension 

Ratemaking 

I 

W-02467A-14-0230 

Chino Meadows I1 Water Co., Inc. W-02370A- 14-023 1 Ratemaking 

Ratemaking Quail Creek Water Company W-025 14A-14-0343 

Cordes Lakes Water Company Ratemaking W-02060A- 15-0245 

W-03476A-15-0286 Ratemaking BN Leasing Corporation 
d.b.a. Aubrey Water Company 

August, 20 15 
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. Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Computation of Increase in Gross Revenue Requirements 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 

18 

Adjusted Test Year Revenue 

Test Year Operating Income 

Test Year Opearting Margin 

Required Operating Margin 

Required Operating Income 

Operating Income Deficiency 

Gross Revenue Conversion factor 

Increase in Gross Revenue 

Adjusted Test Year Revenue 

Proposed Annual Revenue 

Percent Increase in Gross Revenue 

Schedule RU-1 
Rebuttal 

Page 1 

Operating 
Margin 
Method 

$ 357,985 

15.00% 

$ 60,390 

$ 32,196 

1.3858 

$ 44,618 

$ 357,985 

$ 402,603 

12.46% 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Summary of Original Cost Rate Base Elements 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Gross Utility Plant in Service 

Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of Construction 

Contributions in Aid of Construction 
Accumulated Amortization of ClAC 
Contributions in Aid of Construction 

Customer Security Deposits 
Deferred Income Taxes 

Plus: 
Working Capital 
Net Regulatory Asset / (Liability) 

Rate Base 

* including pro forma adjustments 

Net 

Original 
cost 

Rate Base* 

$ 795,909 

(613,916) 

181,993 

9,571 

37,608 
(12,128) 
25,480 

11,740 

33,465 

$ 168,668 

Schedule RU-2 

Page 1 
Rebuttal * 
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Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Computation of Working Capital 

Line 
No. - 
1 
2 Operation and Maintenance Expense 
3 Less depreciation, taxes, purchased 
4 power and purchased water 
5 Factor- 118 
6 
7 
8 
9 Factor-1/24 

10 
11 
12 Total Cash Working Capital 

13 
14 

Purchased Power and Purchased Water 

Schedule RU-2 
Rebuttal 

Page 7 

$ 235,542 

0.1250 

$ 29,443 

$ 23,955 
0.0417 

$ 998 

$ 30,441 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Adjusted Test Year Income Statement 

Schedule RU-3 
Rebuttal 

Page 1 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21  
22 
23 
24 
25 
26 
27 
28 
29 
30 
31  
32 
33 
34 
35 
36 
37 
38 
39 
40 
41  
42 
43 
44 
45 
46 

47 

- 
Revenues 

460 Unmetered Water Revenue 
461 Metered Water Revenues 
471 Miscellaneous Service Revenue 

Total Revenues 
Operating Expenses 

601 Salaries and Wages 
603 
604 Employee Pension and Benefits 
610 Purchased Water 
615 Purchased Power 
618 Chemicals 
620 Repairs and Maintenance 
621 Office Supplies Expense 
631 Contractual Services - Engineering 
632 Contractual Services - Accounting 
633 Contractual Services - Legal 
634 
635 Contractual Services - Testing 
636 Contractual Services - Other 
641 Rent - Buildings 
642 Rent - Equipment 
650 Transportation Expense 
656 Insurance -Vehicle 
657 Insurance - General Liability 
658 Insurance - Workman's Compensation 
659 insurance -Other 
660 Advertising Expense 
666 
667 Regulatory Expense - Other 
668 Water Resource Conservation Expense 
670 Bad Debt Expense 
675 Miscellaneous Expense 
403 Depreciation Expense 
408 Taxes Other Than Income 

Salaries and Wages - Officers and Directors 

Contractual Services - Management Fees 

Regulatory Commission Expense - Rate Case 

408.11 Property Taxes 
409 Income Tax 

Total Operating Expenses 
Operating income 
Other Income (Expense) 

419 Interest and Dividend Income 
421 Non-Utility income 
426 Miscellaneous Non-Utility Expenses 
427 interest Expense 

Total Other income (Expense) 
Net Income (loss) 

Test Year 
Actual for Results 
Test Year Total After Proposed Adjusted 

Ended Pro forma Pro forma Rate With Rate 
12/31/2013 Adiustments Adiustments Increase Increase 

$ 4 - $  $ 
339,618 5,623 345,241 44,618 389,859 

12,744 12,744 12,744 
$ 352,362 $ 5,623 $ 357,985 $ 44,618 $ 402,603 

5 164,965 $ 
31,700 

40 
24,401 

425 
8,899 

30,594 

620 

(35,652) $ 129,314 
(5,113) 26,587 

40 
(485) 23,915 
(45) 380 
127 9,026 

(17,865) 12,729 

620 

$ 129,314 
26,587 

40 
23,915 

380 
9,026 

12,729 

620 

4,791 37 4,828 
10,837 (2,554) 8,283 

9,056 9,056 

24,752 (7,252) 17,499 

8,964 (2,466) 6,497 

2,667 (520) 2,146 

15,000 15,000 
445 445 

4,828 
8,283 
9,056 

17,499 

6,497 

2,146 

15,000 
445 

4,833 4,833 602 5,435 
10,284 (6,985) 3,298 3,298 
28,644 (9,551) 19,093 19,093 

11,414 11,414 11,414 
18,173 (479) 17,693 735 18,429 

50 7,043 7,093 11,085 18,178 
$ 371,249 $ (41,458) $ 329,791 $ 12,422 $ 342,213 
$ (18,887) $ 47,082 $ 28,195 $ 32,196 $ 60,390 

$ (5,767) $ 554 $ (5,212) $ - 5  (5,212) 
$ (24,653) $ 47,636 $ 22,983 $ 32,196 $ 55,178 



- 

r. W 

3 

r. m 

W U 

2 

'if In VI 

0 0 

4 
rl 

in 

L 

u C 

P - 
il 

n c 01 

il 

P U 

r 

il 

r- n 

U 

v 

W 

Q 
Y Y 

m 

0 

0 
U. 

VI 

n 

n 

n 

2 
n 

n 



m 
m 

2 
rl 

' t  
YI 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-1 

Line 
No. - 
1 Correct Underbilled Revenue 
2 
3 
4 
5 
6 

7 Rate Differential 

8 Underbilled Revenue 
9 
10 

11 Increase/(Decrease) in Metered Revenue 

12 
13 

For the 5/8' x 3/4" Class, usage between 8,001 gallons and 11,000 gallons 
was billed at $3.20 per 1,000 gallons rather than $4.20 per 1,000 gallons. 

5/8" x 3/4" Class usage between 8,001 gallons and 11,000 gallons 

Schedule RU-3 
Rebuttal 

Page 4 

3,314,356 gallons 

$ 1.00 

3,314.36 

S 3.314.36 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-1A 

Line 
- No. 
1 
2 
3 
4 
S 
6 
7 
8 
9 
10 
11 
12 
13 
14 
1s 
16 

17 

18 
19 
20 

2 1  
22 

Reverse Improper Revenue Adiustments 

In February 2013 eleven accounts were written off and sent t o  collections. 
Rather than booking an adjustment to  Accounts Receivable, an adjustment 
was improperly booked to  the Revenue account. 

In December 2013,4S accounts had duplicate meter reading entered in the 
billing system. These duplicate meter reading were adjusted in December prior 
to  issuing November bills. The company's billing system vendor caused these 
adjustments t o  be retroactively applied t o  November bills prior t o  issueing the 
November bills. Since the vendor caused the adjustment t o  be retroactively 
applied, revenue reports for both November and December reflected the 
adjustments. The December adjustment is a duplicate that should not be 
deducted from Revenue. 

Incorrect February Revenue Adjustment 

Duplicate December Revenue Adjustment 

Total Revenue Adjustments to  be Reversed 

Increase/(Decrease) in Metered Revenue 

$ (1,271.97) 

(1,416.09) 

$ (2,688.06) 

Schedule RU-3 
Supplemental 

Page 5 

$ 2,688.06 



Chino Meadows II Water to., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-2 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 

- 
Adiust for 2014 Salan, Increase 

Total 2014 increase in employee salary 
Percentage Allocated to  Chino Meadows 
Salary increase for Granite Mountain 

Increase/(Decrease) in Salaries and Wages 

Schedule RU-3 
Rebuttal 

Page 6 

$ 20,000.00 
75% 

$ 15,000.00 

.$ 15.000.00 



Chino Meadows I I  Water Co., inc. 
Test Year Ended December 31,2013 
income Statement Adjustment IS-3 

Schedule RU-3 
Rebuttal 

Page 7 

Line 
No. 
1 Reclass Customer Deposit Interest 
2 
3 
4 
5 
6 Increase/(Decrease) in interest Expense 

7 
8 Increase/(Decrease) in Miscellaneous Expense 

9 

- 

Customer Deposit Interest Charged to interest Expense 554.43 

s 1554.431 

$ 554.43 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment 15-4 

Line 
- No. 
1 Reclass Bad Debt Expense 
2 
3 
4 
5 
6 Increase/(Decrease) in Miscellaneous Expense 

7 
8 Increase/(Decrease) in Bad Debt Expense 

9 

Customer Bad Debt Charged t o  Miscellaneous Expense 1989.9 

Schedule RU-3 
Rebuttal 

Page 8 

$ (1,989.90) 

$ 1.989.90 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-5 

Adiust Rate Case Expense 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

- 
Estimated Rate Case Expense 

Amortization Period (Years) 

Annualized Rate Case Expense 

Test Year Rate Case Expense 

Increase / (Decrease) in Rate Case Expense 

$ 40,000 

3 

$ 13,333 

13,333 

Schedule RU-3 
Rebuttal 
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Chino Meadows I I  Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-6 

Schedule RU-3 
Rebuttal 
Page 10 

Adiust Depreciation Expense to Reflect Adiusted Plant Balances 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

- - Acct Description 

301 Organization Cost 
302 Franchise Cost 
303 Land and Land Rights 
304 Structures & Improvements 
305 Collecting & Impounding Reservoirs 
306 Lake, River, Canal Intakes 
307 Wells & Springs 
308 Infiltration Galleries 
309 Raw Water Supply Mains 
310 Power Generation Equipment 
311 Pumping Equipment 
320 Water Treatment Equipment 

320.1 Water Treatment Plants 
320.2 Solution Chemical Feeders 

330.1 Storage Tanks 
330.2 Pressure Tanks 

330 Distribution Reservoirs & Standpipes 

331 Transmission & Distribution Mains 
333 Services 
334 Meters 
335 Hydrants 
336 Backflow Prevention Devices 
339 Other Plant & Misc Equipment 
340 Office Furniture & Equipment 

341 Transportation Equipment 
342 Stores Equipment 
343 Tools, Shop & Garage Equipment 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communication Equipment 
347 Miscellaneous Equipment 
348 Other Tangible Plant 

340.1 Computers & Software 

TOTALS 

Less: Amortization of ClAC 

Adjusted Test Year Depreciation Expense 

Test Year Depreciation Expense 

Increase / (Decrease) in Depreciation Expense 

Adjusted 
Test Year 
Balance 

12/31/2013 

$ 6,843 

15,204 
44,339 
4,350 

27,987 

1,009 
12,401 
46,268 

6,406 

36.415 
15,269 

304,942 
30,067 
89,777 
12,042 

16,728 
6,534 
10,601 
55,820 

1,274 

30,461 
17,200 
3,975 

Fully 

Plant 
Depreciated Depreciable 

Plant 

s 6,843 

15,204 
44,339 
4,350 

- - 

(9,096) 18,891 

1,009 
12,401 

(46,268) 

(6,406) 0 

(15,120) 21,295 
(15,269) 

(167,988) 136,954 
(7,181) 22,886 

89,777 
12,042 

(1,305) 15,423 
6,534 
10,601 

(55,820) 

1,274 

(18,377) 12,084 
17,200 
3,975 

Proposed 
Depreciation Depreciation 
- Rate Expense 

0.00% $ 
0.00% 
0.00% 
3.33% 1,476 
2.50% 109 
2.50% 
3.33% 629 
6.67% 
2.00% 20 
5.00% 620 

12.50% 
3.33% 
3.33% 

20.00% 0 
2.22% 
2.22% 473 
5.00% 
2.00% 2,739 
3.33% 762 
8.33% 7,478 
2.00% 241 
6.67% 
6.67% 1,029 
6.67% 436 

20.00% 2,120 
20.00% 
4.00% 
5.00% 64 

10.00% 
5.00% 604 

10.00% 1,720 
10.00% 398 
20.00% 

$ 795,909 $ (342,829) $ 453,080 5 20,918 

s 37,608 4.8529% $ 1,825 

5 19,093 

$ 28,644 

s (9.551) 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment 15-7 

Adiust Property Tax Expense t o  Reflect Adiusted Test Year and Proposed Revenues 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

24 
25 
26 
27 
28 
29 
30 
31 
32 

- Description 

Adjusted Test Year Revenue 
Adjusted Test Year Revenue 
Adjusted Test Year Revenue 
Proposed Revenues after Increase 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work In Progress at 10% 
Deduct: 
Net Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate (2012 Tax Year) 

Adjusted Test Year Property Tax 
Recorded Test Year Property Tax 
Test Year Adjustment 

Property Tax at Proposed Rates 
Adjusted Test Year Property Tax 
Increase in Property Tax due t o  Rate Increase 

Calculation of Property Tax Factor 
Increase to Property Tax Expense 
Increase in Revenue Requirement 
Property Tax Factor (L25 / L26) 

CALCULATION OF TAX RATE 

Company 
As Adiusted 

$ 357,985 
357,985 
357,985 

357,985 
715,971 

715,971 

132,455 
13.3582% 

18.5% 

$ 17,693 
18,173 

$ (479) 

Company 
Proposed 

$ 357,985 
357,985 

402,603 
372,858 
745.716 

745,716 

137,957 
13.3582% 

18.5% 

$ 18,429 
17,693 

5 735 

$ 735 
$ 44,618 

1.6475% 

Schedule RU-3 
Rebuttal ' 
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2013 
Value Ratio Tax Value - Tax Rate 

13.3582% 947-25-131 583,000 19.5% 113,685 15,186 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Income Statement Adjustment IS-8 

Schedule RU-3 
Rebuttal 
Page 12 

Adiust Income Tax Expense to  Reflect Adiusted Test Year and Proposed Revenues 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2s 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

44 
45 
46 

47 
48 

- 
Adjusted Proposed 
Test Year with Increase Description 

Calculation of Income Tax: 
Revenue 
Less: Operating Expenses (Excluding Income Taxes) 
Less: Synchronized Interest 
Arizona Taxable Income 

$ 357,985 $ 402,603 
322,698 324,035 

$ 35,288 $ 78,568 

All Income at 6.0000% $ 2,117 $ 4,714 

Arizona Income Tax 
Federal Taxable Income 

$ 2,117 
$ 33,170 

$ 4,714 
$ 73,854 

Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($50,001 - 75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - 100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - 335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 - 10,000,000) @ 34% 
Federal Tax on Sixth Income Bracket ($10,000,001 - 15,000,000) @ 35% 
Federal Tax on Seventh Income Bracket ($15,000,001 - 18,333,333) @ 38% 
Federal Tax on Eighth Income Bracket ($18,333,334 - ..............) @ 35% 

$ 7,500 
5,963 

Total Federal Income Tax $ 4.976 $ 13.463 

Combined Federal and State Income Tax $ 7,093 $ 18,178 

Effective State Tax Rate 
Effective Federal Tax Rate 
Effective Combined Tax Rate 

6.0000% 
15.0000% 
20.1000% 

6.0000% 
18.2299% 
23.1361% 

Applicable Arizona State Income Tax Rate (Rate Applicable t o  Revenue Increase) 
Applicable Federal Income Tax Rate (Rate Applicable t o  Revenue Increase) 

6.0000% 
20.8633% 

Calculation of Interest Synchronization 
Rate Base 
Weighted Average Cost of Debt 

Synchronized Interest 

$ 168,668 
0.000% 

$ 

Income Tax Adjustments 
Test Year Income Taxes - Booked 
Increase / (decrease) in Income Taxes (L21 - L32) 

$ 50 
7,043 

Test Year Income Taxes -Adjusted 
Increase / (decrease) in Federal Income Taxes (L21 - L35) 

$ 7,093 
11,085 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Computation of Gross Revenue Conversion Factor 

Line 
No. 
1 
2 
3 
4 
5 
6 

- 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21  
22 

23 

24 
25 
26 

27 
28 
29 

30 
3 1  

Calculation of Gross Revenue Conversion Factor 
Revenue 
Uncollectable Factor (Line 11) 
Revenue ( L l -  L2) 
Combined Income Tax and Property Tax Rate (Line 23) 
Operating Income Percentage (L3 -L4) 
Gross Revenue Conversion Factor (L1/ L5) 

Calculation of Uncollectable Factor 
Unity 
Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Federal and State Tax Rate (L7 - L8) 
Uncollectable Rate (Line 26) 
Uncollectable Factor (L9 * L10) 

Calculation of Effective Tax Rate 
Operating Income Before Taxes 
Applicable Arizona State Tax Rate (from Schedule C-2) 
Federal Taxable Income (L12 - L13) 
Applicable Federal Tax Rate (from Schedule C-2) 
Effective Federal Tax Rate (L14 * L15) 
Combined Federal and State Tax Rate (L13 + L16) 

Calculation of Effective Property Tax Rate 
Unity 
Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L18 - L19) 
Property Tax Factor (from Schedule C-2) 
Effective Property Tax Factor (L20 * L21) 

Combined Federal and State Income Tax Rate and Property Tax Rate (L17 + L22) 

Calculation of Uncollectable Rate 
Bad Debt Expense (from Schedule C-1) $ 4,833 
Total Revenues (from Schedule C-1) 357,985 
Uncollectable Rate (L24 / L25) 1.3500% 

Revenue Increase (from Schedule C-1) $ 44,618 
Uncollectable Rate (Line 26) 1.3500% 
Bad Debt Expense due t o  Increase $ 602 

Supporting Schedules: 

Schedule RU-3 
Rebuttal 
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100.0000% 
1.0043% 

98.9957% 
26.8371% 
72.1587% 
1.385835 

100.0000% 
25.6115% 
74.3885% 

1.3500% 
1.0043% 

100.0000% 
6.0000% 

94.0000% 
20.8633% 
19.6115% 

25.6115% 

100.0000% 
25.6115% 
74.3885% 

1.6475% 
1.2256% 

26.8371% 

Recap Schedules: 
A - l  



Chino Meadows I I  Water Co., Inc. 
Test Year Ended December 31,2013 
Changes in Representative Rate Schedules 

Schedule RU-4 
Rebuttal 

Page 1 

Line 
No. - 
1 General Water Service Rates Present Proposed Base Charge Volume Charge 

2 Rate Tiers Rate Tiers Present Proposed Present Proposed 
3 Description (gallons) (gallons) Rate Rate Change Rate Rate Change 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31  
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

R 1 -  518" x 314" Meter 

R2 - 3/4" Meter 

R3 - 1" Meter 

R4 - 1.5" Meter 

R5 - 2" Meter 

R6 - 3" Meter 

R7 - 4" Meter 

R8 - 6" Meter 

Hydrant Meter 

Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 1 
Tier 2 
Tier 3 
Tier 3 

3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 
3,000 
8,000 

999'999,000 
3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 
999,999,000 

3,000 
8,000 

999,999,000 
3,000 
8,000 

999,999,000 

15,000 
999,999,000 

30,000 
999,999,000 

50,000 
999,999,000 

100,000 
999,999,000 

150,000 
999,999,000 

300,000 
999,999,000 
999,999,000 

17.75 5 19.00 $ 

26.63 $ 28.50 $ 

44.38 $ 47.50 $ 

88.75 $ 95.00 5 

142.00 $ 152.00 5 

266.25 $ 304.00 $ 

443.75 $ 475.00 $ 

887.50 $ 950.00 $ 

n/t By Meter Size 

Monthlv Service CharEe for Fire Sprinkler 
Present Proposed 

- Rates _Rates_ 
n/t 
n/t 
n/t 
n/t 

*** 
*** 
*** 
*** 

4" or Smaller 
6" 
8" 
10" 

*** 2.00 percent of Monthly Usage Charge for a Comparable Sized Meter Connection, but no less than 
$10.00 per month. The Service Charge for Fire Sprinklers is only applicable for service lines separate 
and distinct from the primary water service line. 

1.25 

1.87 

3.12 

6.25 

10.00 

37.75 

31.25 

62.50 

2.40 $ 
3.20 $ 
4.20 $ 
2.40 $ 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 $ 
2.40 
3.20 $ 
4.20 5 

n/t $ 

2.85 $ 
3.85 $ 
5.10 5 
2.85 $ 
3.85 $ 
5.10 $ 

3.85 $ 
5.10 $ 

3.85 $ 
5.10 $ 

3.85 $ 
5.10 $ 

3.85 $ 
5.10 5 

3.85 $ 
5.10 $ 

3.85 $ 

5.10 
5.10 $ 

0.45 
0.65 
0.90 
0.45 
0.65 
0.90 

0.65 
0.90 

0.65 
0.90 

0.65 
0.90 

0.65 
0.90 

0.65 
0.90 

0.65 
0.90 

n/a 



Chino Meadows I I  Water to., Inc. 
Test Year Ended December 31,2013 
Changes in Representative Rate Schedules 

Line 
No. 
1 
2 
3 
4 
5 
6 

- 

7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Other Service Charges 

Establishment 
Reconnection (Delinquent) 
After Hours Charge (flat rate) 
Meter Test (If correct) 

Deposit Requirement (Residential) 

Deposit Interest 

Re-Establishment (Within 12 Months) 

NSF Check 
Deferred Payment, Per Month 
Meter Re-Read (If correct) 
Moving Customer Meter at Customer Request 
Late Charge per month 

Present Proposed 

Rates Rates 
$ 25.00 $ 25.00 
$ 30.00 $ 30.00 
$ 25.00 $ 25.00 
$ 20.00 $ 25.00 

Schedule RU-4 
Rebuttal 
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2 times the Per A.C.C. R14-2-403.8. 2 times the 
average bill average bill 
6% per year 6% per year Per A.C.C. R14-2-403.8. 
Number of Months off 
system times the monthly 

Number of Months off system 
times the monthly minimum Per A.A.C. R14-2-403.D 

minimum charge charge 

$ 20.00 $ 20.00 
1.5% 1.5% 

$ 15.00 $ 15.00 

1.5% 1.5% 

In addition t o  the collection of regular rates, the utility will collect from i ts 
customers a proportionate share of any privilege, sales, use, and franchise tax, 
per Commission rule A.A.C. 14-2-409(D)(5). 

All items billed at cost shall include labor, materials and parts, overheads and all applicable taxes. 

n/t - no tariff 

Service Line and Meter Installation Charges 

518" x 314" Meter 
314" Meter 
1" Meter 
11/2" Meter 
2" Meter 
3" Meter 
4" Meter 
6" Meter 

Present Rates 

SN. Line Meter Total 
$ 406 $ 95 $ 501 
$ 413 $ 162 $ 575 
$ 441 $ 209 $ 650 
$ 395 $ 321 $ 716 
$ 727 $ 845 $ 1,572 
$ 952 $ 1,448 $ 2,400 
$ 1,310 $ 2,206 $ 3,516 
$ 2,160 $ 4,756 $ 6,916 

All advances and/or contributions are to  include labor, materials and parts, overheads and all applicable taxes, 
including gross-up taxes for Federal and State taxes, if applicable. 

All items billed at cost shall include labor, materials and parts, overheads and all applicable taxes. 

n/t - no tariff 

Proposed Rates 

$ 450 $ 150 $ 600 
$ 450 $ 250 $ 700 
$ 575 $ 300 $ 875 
$ 675 $ 500 $ 1,175 
$ 1,000 $ 1,500 $ 2,500 
$ 1,300 $ 2,000 $ 3,300 
$ 1,800 $ 3,500 $ 5,300 
$ 2,800 $ 6,000 $ 8,800 

Srv. Line Meter Total 



. Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Analysis of Revenue by Detailed Class 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 

- Description 

Unmetered Water Revenue 
Fire Service 

Metered Water Revenue 
R 1 -  518" x 314" Meter 
R2 - 314" Meter 
R3 - 1" Meter 
R4 - 1.5" Meter 
R5 - 2" Meter 
R6 - 3" Meter 
R7 - 4" Meter 
R8 - 6" Meter 
Hydrant Meter 

Totals: 
Unmetered Water Revenue 

Fire Service 

Metered Water Revenue 
All Customers 

Other Water Revenue 

Total 

Schedule RU-4 
Rebuttal 
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Average Revenues Proposed 
Number Average Present Proposed Increase Increase 

% Customers Consumption - - Rates Amount - Rates 

$ - $  - 5  

895 4,931 $ 12.81% 346,110 $ 390,444 $ 44,334 

$ - $  - $  

895 59,192 346,110 390,444 44,334 12.81% 

$ 12,744 $ 12,744 0.00% 

$ 358,854 $ 403,188 $ 44,334 12.35% 895 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 

Analysis of Revenue by Detailed Class 

Supplemental Schedule 
Breakdown of Metered Water Revenue at Current Rates 
By Rate Components 

Schedule RU-4 
Rebuttal 
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Revenue at Current Rates 
Line 
No. 
1 
2 
3 
4 
S 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

- Description 

R 1 -  518" x 314" Meter 
R2 - 3/4" Meter 
R3 - 1" Meter 
R4 - 1.5" Meter 
R5 - 2" Meter 
R6 - 3" Meter 
R7 - 4" Meter 
R8 - 6" Meter 
R9 - 8" Meter 
Hydrant Meter 

Total Revenue 

Percentage of Total 

Base 1s t  2nd 3rd Total 
Char.ee Tier - Tier - Tier Revenue 

$ 190,706 $ 64,900 $ 58,952 $ 31,551 $ 346,110 

$ 190,706 $ 64,900 $ 58,952 $ 31,551 $ 346,110 

55.10% 18.75% 17.03% 9.12% 100.00% 



, Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 

Analysis of Revenue by Detailed Class 

Supplemental Schedule 
Breakdown of Metered Water Revenue at Proposed Rates 
By Rate Components 

Schedule RU-4 
Rebuttal 
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Revenue at ProDosed Rates 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

- Description 

R 1 -  518" x 314" Meter 
R2 - 314" Meter 
R3 - 1" Meter 
R4 - 1.5" Meter 
R5 - 2" Meter 
R6 - 3" Meter 
R7 - 4" Meter 
R8 - 6" Meter 
R9 - 8" Meter 
Hydrant Meter 

Total Revenue 

Percentage of Total Revenue 

Percentage Increase by Tier 

Base 
Charge 

$ 204,136 $ 

$ 204,136 $ 

52.28% 

7.04% 

1st 
Tier 

77,069 $ 

77,069 $ 

19.74% 

18.75% 

2nd 
Tier 

70,927 $ 

70,927 $ 

18.17% 

20.31% 

3rd Total 
Tier Revenue 

38,312 $ 

38,312 $ 

9.81% 

21.43% 

390,444 

390,444 

100.00% 

12.81% 



Chino Meadows I1 Water Co., Inc. 
Test Year Ended December 31,2013 

Analysis of Revenue by Detailed Class 

Line 
No. - 

Supplemental Schedule 
Metered Water Revenue at Proposed Rates 
Analysis of Increases by Rate Tier 

Schedule RU-4 
Rebuttal 
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Base 15t 2nd 3rd Total 
Charge Tier Tier Tier Revenue 

RevenueatCurrentRates $ 190,706 $ 64,900 $ 58,952 $ 31,551 $ 346,110 
Revenue at Company's Proposed Rates 204,136 77,069 70,927 38,312 390,444 

Increasein Rates $ 13,430 $ 12,169 $ 11,975 $ 6,761 $ 44,334 

Percentage Increase by Tier 7.0% 18.8% 20.3% 21.4% 12.8% 
Percentage of Increase within Tier 30.3% 27.4% 27.0% 15.2% 100.0% 

1 
2 

3 
4 
5 
6 
7 
8 
9 
10 Base 15t 2nd 3rd Total 
11 Charge Tier Tier Tier Revenue 

12 Revenueatcurrent Rates $ 190,706 $ 64,900 $ 58,952 $ 31,551 $ 346,110 
13 Revenue at Company's Proposed Rates $ 204,136 $ 77,069 $ 70,927 $ 38,312 $ 390.444 
14 
15 Percentage of Total Revenue 
16 Current Rates 55.1% 18.8% 17.0% # 9.1% 100.0% 

17 
18 
19 
20 

Company's Proposed Rates 52.3% 19.7% 18.2% - 9.8% 100.0% 
Change -2.8% 1.0% 1.1% 0.7% 0.0% 



Chino Meadows I I  Water to., Inc. 
Test Year Ended December 31,2013 

Schedule RU-4 
Rebuttal 

Page 7 Bill Count 

Meter Size: 
Rate Code: 

Line 
No. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

35 

36 
37 
38 
39 
40 
41 

42 
43 
44 

1 

518" x 3 14" 
R 1  

Present 
Rate Tiers Rates 

Tier One Breakover (M gal): 
Tier Two Breakover (M gal): 

Tier Three Breakover (M gal): 

- Block 

1 -  
1,001 - 
2,001 - 
3,001 - 
4,001 - 

5,001 - 
6,001 - 
7,001 - 
8,001 - 
9,001 - 

10,001 - 
12,001 - 

14,001 - 
16,001 - 
18,001 - 
20,001 - 
25,001 - 
30,001 - 
35,001 - 
40,001 - 
50,001 - 
60,001 - 
70,001 - 
80,001 - 
90,001 - 

231,670 - 

rotals 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
50,000 
60,000 
70,000 
80,000 
90,000 

100,000 
231,670 

Number 
of Bills in 

Block - 

248 
733 

1,249 
1,565 
1,610 
1,376 
1,114 

735 
536 
381 
271 
355 
177 
117 
94 
52 
70 
28 
12 
9 
6 
3 
1 

1 
1 

10,744 

Total Bills 10.744 

3 
8 

999,999 

Average 
Consumption 

in Block 
SO% 

507 
1,518 
2,509 
3,489 
4,481 
5,480 
6,463 
7,475 
8,510 
9,491 

10,924 
12,883 
14,876 
16,972 
18,926 
22,087 
27,000 
31,955 
38,432 
42,990 
52,430 
67,740 

97,550 
231,670 

Proposed 
Rates 

3 
8 

999,999 

Present Proposed 
Charges Rates Rates 

Base Charge: $ 17.75 $ 19.00 

Tier One Rate: $ 2.40 $ 2.85 
Tier Two Rate: $ 3.20 $ 3.85 

Tier Three Rate: $ 4.20 $ 5.10 

Consumption Cumulative Bills Cumulative Consumption 
in Block - No. % of Total Amount % of Total 

371,645 
1,896,321 
3,926,836 
5,617,828 
6,166,015 
6,104,714 
4,750,190 
4,006,731 
3,242,395 
2,572,010 
3,877,865 
2,280,340 
1,740,480 
1,595,330 

984,160 
1,546,090 

756,010 
383,460 
345,890 
257,940 
157,290 
67,740 

97,550 
231,670 

248 
981 

2,230 
3,795 
5,405 
6,781 
7,895 
8,630 
9,166 
9,547 
9,818 

10,173 
10,350 
10,467 
10,561 
10,613 
10,683 
10,711 
10,723 
10,732 
10,738 
10,741 
10,742 
10,742 
10,742 
10,743 
10,744 
10,744 
10,744 
10,744 

2.31% 
9.13% 

20.76% 
35.32% 
50.31% 
63.11% 
73.48% 
80.32% 
85.31% 
88.86% 
91.38% 
94.69% 
96.33% 
97.42% 
98.30% 
98.78% 
99.43% 
99.69% 
99.80% 
99.89% 
99.94% 
99.97% 
99.98% 
99.98% 
99.98% 
99.99% 

100.00% 
100.00% 
100.00% 
100.00% 

371,645 
2,267,966 
6,194,802 

11,812,630 
17,978,645 
24,083,359 
28,833,549 
32,840,280 
36,082,675 
38,654,685 
42,532,550 
44,812,890 
46,553,370 
48,148,700 
49,132,860 
50,678,950 
51,434,960 
51,818,420 
52,164,310 
52,422,250 
52,579,540 
52,647,280 
52,647,280 
52,647,280 
52,744,830 
52,976,500 
52,976,500 
52,976,500 
52,976,500 

berage Number of Customers 895 

Iverage Consumption (gallons) 4,931 

llledian Consumption (gallons) 3,469 

52,976,500 52,976,500 10,744 

0.00% 
0.70% 
4.28% 

11.69% 
22.30% 
33.94% 
45.46% 
54.43% 
61.99% 
68.11% 
72.97% 
80.29% 
84.59% 
87.88% 
90.89% 
92.74% 
95.66% 
97.09% 
97.81% 
98.47% 
98.95% 
99.25% 
99.38% 
99.38% 
99.38% 
99.56% 
100.00% 
100.00% 
100.00% 
100.00% 

Current Rates Proposed Rates 

Units Revenue Units Revenue 

Base Charge 10,744 $ 190,706 10,744 $ 204,136 

Usage (aallonsl 
Tier One 27,041,802 $ 64,900 27,041,802 $ 77,069 
Tier Two 18,422,478 58,952 18,422,478 70,927 

Tier Three 7,512,220 31,551 7,512,220 38,312 

Usage Totals 52,976,500 52,976,500 
Revenue Totals $ 346,110 $ 390,444 

Page 1 



Chino Meadows II Water Co., Inc. 
Test Year Ended December 31,2013 
Typical Bill Analysis 

Meter Size: 518" x 314" 
Ratecode: R 1  

Line 
No. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

Rate Schedules 

Present Rates: 
Base Charge: 

Tier One Rate: 
Tier Two Rate: 
Tier Three Rate: 

Tier One Breakover (M gal): 
Tier Two Breakover (M gal): 
Tier Three Breakover (M gal): 

Proposed Rates: 
Base Charge: 

Tier One Rate: 
Tier Two Rate: 
Tier Three Rate: 

Tier One Breakover (M gal): 
TierTwo Breakover (M gal): 
Tier Three Breakover (M gal): 

S 17.75 

$ 2.40 
$ 3.20 
$ 4.20 

3 
8 

999,999 

$ 19.00 

$ 2.85 
$ 3.85 
$ 5.10 

3 
8 

999,999 

Usage 

- $  
1,000 $ 
2,000 $ 
3,000 $ 
4,000 $ 
5,000 $ 
6,000 $ 
7,000 $ 
8,000 $ 
9,000 $ 

10,000 $ 
12,000 $ 
14,000 $ 
16,000 $ 
18,000 $ 

25,000 $ 
30,000 $ 
35,000 $ 
40,000 $ 
45,000 $ 
50,000 $ 
60,000 $ 
70,000 $ 
80,000 $ 

20,000 $ 

90,000 $ 
100,000 $ 

Average Usage 

Median Usage 
4,931 $ 

3,469 $ 

Present Proposed Dollar 
Bill - 

17.75 $ 
20.15 $ 
22.55 $ 
24.95 $ 
28.15 $ 
31.35 $ 
34.55 $ 
37.75 $ 
40.95 $ 
45.15 $ 
49.35 $ 
57.75 $ 

74.55 $ 
66.15 $ 

82.95 $ 
91.35 $ 

112.35 $ 
133.35 $ 
154.35 $ 
175.35 $ 
196.35 $ 
217.35 $ 
259.35 $ 
301.35 $ 
343.35 $ 
385.35 $ 
427.35 $ 

31.13 $ 

26.45 $ 

- Bill Increase 

19.00 $ 
21.85 $ 
24.70 $ 
27.55 $ 
31.40 $ 
35.25 $ 
39.10 $ 
42.95 $ 
46.80 $ 
51.90 $ 
57.00 $ 
67.20 $ 
77.40 $ 
87.60 $ 
97.80 $ 

108.00 $ 
133.50 $ 
159.00 $ 
184.50 $ 
210.00 $ 
235.50 $ 
261.00 $ 
312.00 $ 
363.00 $ 
414.00 $ 
465.00 $ 
516.00 $ 

34.98 $ 

29.36 $ 

1.25 
1.70 
2.15 
2.60 
3.25 
3.90 
4.55 
5.20 
5.85 
6.75 
7.65 
9.45 

11.25 
13.05 
14.85 
16.65 
21.15 
25.65 
30.15 
34.65 
39.15 
43.65 
52.65 
61.65 
70.65 
79.65 
88.65 

3.85 

2.91 

Schedule RU-4 
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Percent 
Increase 

7.04% 
8.44% 
9.53% 

10.42% 
11.55% 
12.44% 
13.17% 
13.77% 
14.29% 
14.95% 
15.50% 
16.36% 
17.01% 
17.51% 
17.90% 
18.23% 
18.83% 
19.24% 
19.53% 
19.76% 
19.94% 
20.08% 
20.30% 
20.46% 
20.58% 
20.67% 
20.74% 

12.37% 

11.00% 
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Exhibit RLJ-RB3 
Updated Staff Schedules Used as Company Workpaper 





Chino Meadows 11 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20U 

STAFF 
ADJUSTMENTS 

($17,444) 
(4,673) 

(46) 
0 

(1 24) 
(2,804) 

0 
(1,232) 
0,380) 
(1,058) 

0 
(2,301) 
(1,539) 

Schedule TBH CM-19c 
Company Workpaper 

STAFF 
AS ADJUSTED 

$1 62,521 
27,027 
24,355 

425 
8,775 

27,790 
0 

10,225 
17,372 
7,906 
2,667 
6,547 
(1,539 

.INE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

[A] 
COMPANY 

DESCRIPTION 
Salaries and Wages 
Salaries and Wages - Officers 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies &Expense 
Rents 
Contractual Services 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Miscellaneous Expenses 
Payroll Taxes 

AS FILED 
$179,965 

15 
16 
17 

31,700 
24,401 

425 
8,899 

30,594 
0 

11,457 
24,752 
8,964 
2,667 
8,848 

Salaries and Wages 
Unregulated salanes and wages - Schedule TBH CM-19f Line 7 ($1 7,444) ($1 7,444) 

18 
19 
20 
21 
22 
23 
24 
25 
26 

Salaries and Wages - Officers 
Pay adjusted to reflect actual time worked $0 
Duties assigned to office manager (4,673) (4,673) 

Purchased Power 
($46) ($46) To adjut for late fees 

Repairs and Maintenance 

28 
29 
30 
31 
32 
33 
34 
35 
36 

($1241 1 ($124)) 27 To adjust for personal expense 

Office Supplies & Expense 
Interest and Late Fees (844) 
Mrs. Levie Phone &Charges, Collect Calls, Paul International Call & Plan (1,888) 
Meals (21 8) 
Miscellaneous Personal Expenses (524) 
2010 Expense (1 30) ($2,804) 

Contractual Services 1 

47 
48 
49 
50 
51 

($1,232) 

Miscellaneous Expenses 
GlftS (81,559) 
Meals (683) 

(60) Donations ($2,301) 

39 Transportation Expenses 
40 ($800) 
41 Personal Use Purchases -"ires (2,497) 

Gas Reimbursement $100 per month - Company no longer providing 

42 Out of State Gasoline Purchase (2,229) 
43 Bulk Delivery of Gasoline to Paul's Home (530 gallons) (1,854) ($7,380) 
44 
45 Insurance - General Liabilitv I 

($1,058) 

($1,539) 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20W 

Company 

Schedule TBH CM-19e 
Company Workpaper 

Customer Customer 
Customer Customer Count Count '10 

Year Test Year Projected Projected 
Count Test Count O h  2018 2018 

I ' . ' OPERATING INCOME ADJUSTMENT NO. 5 - 4-FACTOR ALLOCATION CALCULATION 

Line 
No. 

1 
2 

- 

I Weight 2 . 5 ~  I Weight 2 . 5 ~  
I I 

Gross 

'$1 16,938 

SimplifiedA 
llocation 

3 ChinoMeadows 899 88.1 4% 899 85.86% 795,909 47.90% 80.5% 
19.5% 4 Granite Mountain 121 11.86% 148 14.14% 865,831 52.10% 

5 Total 1,020 1,047 $1,66/740 100.O~h 
6 
7 
8 

Note: Antelope Lakes shown for refemece only, not used in cost allocation model. 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

DESCRIPTION 
Supervision and management of company personnel 

Oversight of company operations 
Provide strategic hection 

Review company financial data including payables, receivable, revenue and expenses 
Provide legal representation for Company 

Review payroll and sign checks 
Review and authorize all vendor payments 

Acquire regulate and oversee company loans and long-term debts 

Schedule TBH CM-19g 
Company Workpaper 

Officer Salary 
Hours worked per month 

12 
6 
c 

12 
E 
4 
4 
E 

1 O ' P E R A ' I I N G l N C O ~ ~ J T J ~ N T  NO. 5 - ALLOCATIONS OFFICER'S SALARIES CALCULATION 1 

Caluclated Salary - Monthly Hours * $36.25 * 12 months 
Actual Salary 

Lower of Calculated Salary and Actual Salary 
Less Additional Increase for Operations Manager from 2013 to 2014' 

Adjusted Officers Salary 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 

- 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 - 

38,715 
37,700 

$37,700 

(4,673) 
$33,027 

Meeting with operations management to review capital program and address operational issues and ensure 
proper facilities and equipment are available 

Develop and review company processes and procedures to ensure regulatory compliance 
2c 

F 
Review & advise Company on manuals such as employee handbook & emergency response manual 

Total Monthly Hours 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column [B]: Column [C] - Column [A] 
Column [CJ: As calculated by Staff on line 24 
Column [D] : Per DRs CM TBH 1.26.g, CM TBK 2.12 and CM TBH 3.7 



BEFORE THE ARIZONA CORPORATION COMMISSION 

:OMMISSIONERS 

SUSAN BITTER SMITH, Chairman 
30B STUMP 
30B BURNS 
IOUG LITTLE 
TOM FORESE 

N THE MATTER OF THE APPLICATION OF 
:HINO MEADOWS I1 WATER COMPANY, INC 
;OR APPROVAL OF A RATE INCREASE 

DOCKET NO. W-02370A-14-023 1 

REJOINDER TESTIMONY 
OF 

RAY L. JONES 
ON BEHALF OF 

CHINO MEADOWS I1 WATER COMPANY, INC. 
SEPTEMBER 18,2015 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

14 

:hino Meadows I1 Water Company, Inc. 
Docket No. W-02370A-14-023 1 
tejoinder Testimony of Ray L. Jones 
'age ii 

REJOINDER TESTIMONY 
OF 

RAY L. JONES 
ON BEHALF OF 

CHINO MEADOWS I1 WATER COMPANY, INC. 
September 18,2015 

TABLE OF CONTENTS 

... EXECUTIVE SUMMARY ......................................................................................................... 111 
[ 
[I 

INTRODUCTION ............................................................................................................ 1 
RESPONSE TO STAFF'S SURREBUTTAL TESTIMONY ....................................... 1 



2hino Meadows I1 Water Company, Inc. 
locket No. W-02370A-14-023 1 
iejoinder Testimony of Ray L. Jones 
’age iii 

EXECUTIVE SUMMARY 

uir. Jones responds to the surrebuttal testimony of the Arizona Corporation Commission’s 

Jtilities Division Staff. Mr. Jones addresses the allocation of costs between Chino and Granite 

ind Staffs failure to incorporate changes to expense recommendations into the revenue 

acquirement of the Company. 

The Company’s proposed revenue requirements, associated rate increases and all other positions 

ire unchanged fkom its rebuttal testimony. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Chino Meadows I1 Water Company, Inc. 
Docket No. W-02370A-14-023 1 
Rejoinder Testimony of Ray L. Jones 
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[ 

Q. 

A. 

Q. 

A. 

[I 

Q. 

A. 

Q* 

A. 

INTRODUCTION 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE 

NUMBER. 

My name is Ray L. Jones. My business address is 18835 North Thompson Peak 

Parkway, Suite 215, Scottsdale, AZ 85255, and my business phone is (623) 341-4771 

ARE YOU THE SAME RAY L. JONES WHO PREVIOUSLY SUBMITTED 

REBUTTAL TESTIMONY IN THIS DOCKET?? 

Yes. 

RESPONSE TO STAFF’S SURREBUTTAL TESTIMONY 

HAVE YOU REVIEWED STAFF’S SURREBUTTAL TESTIMONY IN THIS 

CASE? 

Yes, I reviewed the testimony provided by Teresa B. Hunsaker. 

WHAT WAS YOUR OVERALL ASSESSMENT OF STAFF’S SURREBUTTAL 

TESTIMONY? 

It is evident that Staff reviewed the Company’s rebuttal testimony and considered the 

Company’s positions and concerns. In fact, Staffs surrebuttal position has incorporated 

some of the Company’s suggestions and includes movement on the Company’s most 

significant issue, cost allocation between Chino and Granite. However, Staff failed to 

update Chino’s recommended revenue requirement to reflect its revised allocations. 

Inexplicably, Staffs revenue requirement remains unchanged from Staffs direct 

testimony. 

This is even more inexplicable because Staff does incorporate the reduction in expenses for Granite resulting from 
he updated allocation of costs into a reduced revenue requirement for Granite. 
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In the end, Staffs surrebuttal testimony is nothing more than a collection of seemingly 

reasonable responses to the Company’s rebuttal position-actually wholly ignored- 

which ultimately produce the absurd outcome where Staffs seemingly reasonable 

response leave the combined operations of Chino and Granite worse off than if Staff had 

not “updated” its position. 

Q. WOULD YOU EXPLAIN? 

As more fully explained in the Company’s rebuttal testimony, the Company’s most 

significant overall concern is the allocation of common costs between Chino and Granite. 

The Company has historically allocated costs based on customer counts, which are 

currently 88% Chino 12% Granite.2 Staffs direct position, allocating only 70.12% of 

costs to Chino and 26.93% to Granite, dramatically shifted a very significant $49,006 in 

costs and related revenue from Chino.3 The Company was concerned with this shift 

because Granite has fewer customers, lower water sales, higher levels of plant investment 

and higher rates. Shifting costs to Granite would create revenue instability for the water 

companies as a whole. Since Granite’s water sales are only 15.5% of the combined total 

sales for Chino and Granite, each $10,000 shift in costs lowers rates for Chino by about 

$0.25 per 1,000 gallons while increasing rates in Granite by about $1.06 per 1,000 

gallons. Due to this disparate impact to rates, aggressive shifting of costs to Granite is 

certain to increase revenue instability because Granite would almost certainly under- 

collect its authorized revenue by a significant magnitude. 

! Antelope Lakes has only 2 customers equaling 0.20% of total combined customers. 
’ Staffs cost allocation recommendation shifts $40,921 in costs to Granite and $8,096 in costs to Antelope Lakes as 
:ompared to the Company’s current customer based allocation. This testimony will only address the shift to 
3ranite. See the Company’s rebuttal for discussion of the negative impacts of shifting costs to Antelope Lakes. 
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Staff has responded to the Company’s concerns by altering its cost allocation model to 

allocate more costs to Chino and fewer to Granite. Staffs current recommendation is 

74% to Chino and 25% to Granite. This recommendation results in an additional $1 0,634 

in expense allocated to Chino compared to Staff‘s original recommendation. This, on its 

face, appears to at least partially address the Company’s cost allocation concerns. 

However, because Staff failed to increase Chino’s revenue requirement to recover these 

additional expenses, neither Chino nor Granite will be able to recover these expenses. So 

instead of Granite being unlikely to recover $10,634 in common expenses, Staff would 

instead guarantee that neither Granite nor Chino would recover these $10,634 in common 

expenses. The net effect of Staffs incomplete allocation would make the combined 

operations of Chino and Granite are worse off. 

?* 
I. 

HOW SHOULD THE COMMISSION RESOLVE THIS PROBLEM? 

The Commission should adopt the Company’s more balanced, simplified approach to 

cost allocation. The Company’s recommendation is a significant, yet reasonable, shift 

from the current customer based allocation. The Company’s recommendation is an 

allocation of 80.5% to Chino and 19.5% to Granite. This recommendation shifts a still 

significant $20,556 in costs to Granite, addressing Staffs cost allocation concerns, while 

still providing both Chino’s and Granite a reasonable opportunity to recover the common 

costs related to the operation of both companies. 

Furthermore, this cost allocation must be incorporated into updated revenue requirement 

for Chino by setting Chino’s revenue requirement using a 15% operating margin as 

recommended by the Company. As explained in the Company’s application: 

Chino Meadows has a small and declining rate base due to the age of plant 
facilities, and the above-discussed mismatch between historically recorded 
depreciation expense and actual plant depletion. For a company with a very small 
rate bases, traditional ratemaking may yield inadequate Operating Income, which 
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provides a dangerously small margin over expenses. A company with inadequate 
Operating Income may find it difficult or even impossible to cover increasing or 
fluctuating costs, to deal with emergencies or other contingencies, and to attract 
new capital for system improvements. 

In Chino Meadow’s case, traditional rate making would result in an Operating 
Margin of only 4.16%, assuming a 10.0% return on rate base. This is well below 
the Operating Margins the Commission typically provides companies with small 
or negative rate bases. Therefore, Chino Meadows has calculated a revenue 
requirement based on an Operating Margin of 15.0%, consistent with the 
California PUC policy for small water utilities (less than 2,000 customers). This 
approach is also consistent with past Commission Decisions for small companies 
with small or negative rate base. 

WHY IS THIS COST ALLOCATION ISSUE IMPORTANT TO CHINO AND 

GRANITE? 

Chino and Granite are both small companies facing the numerous challenges and issues 

faced by small companies throughout Arizona. Like other small water companies, Chino 

and Granite need to be properly positioned for consolidation and, until that can occur, 

they need to remain viable and have sufficient earnings to encourage investment in 

infrastructure. 

Chino has increased rates by less than one percent over the past 20 years and is only 

requesting a modest increase in this case. In contrast, Granite is attempting to recover 

significant investment in new plant and is facing a large rate increase. Staff proposes to 

keep Chino rates unchanged by significantly shifting costs to Granite. Both Chino and 

Granite need sufficient revenue to allow for future improvements and attract new 

investment into their water systems. 

The abrupt cost shift from Chino to Granite proposed by Staff will destabilize the revenue 

of both companies, further reduce the common operation’s ability to cover its common 

expenses, and fbrther harm the operations of both Chino and Granite. Ultimately, the 
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proposed cost shift could impair the Companies’ ability to implement the operational 

improvements desired by Staff and committed to by the Companies. 

Lastly, Staffs proposal moves the companies contrary to industry trends. The 

Commission and industry are exploring ways to encourage consolidation and to make it 

easier for small water companies to be acquired by larger, better capitalized companies. 

Even California has taken steps to improve the financial health of its small water 

companies and make them more attractive for new investment. Unfortunately, the cost 

shift embedded in Staffs recommendation runs contrary to these Commission, industry, 

and neighboring-state regulatory policies. 

P. 

9. 

2. 

9. 

HAS THE COMPANY UPDATED ITS POSITION FROM ITS REBUTTAL 

TESTIMOMY? 

The Company’s position is unchanged. 

WHAT ARE THE CURRENT AREAS OF DISAGREEMENT BETWEEN STAFF 

AND THE COMPANY? 

The Company opposes Staff Rate Base Adjustment No. 1 removing 10% of the cost of 

$42,759 of plant in service from rate base by increasing the Company’s CIAC balance by 

$4,276. 

The Company and Staff have minor differences in their approach to the calculation of 

amortization of CIAC related to Staff Rate Base Adjustment No. 2.4 The Company uses 

an approach based solely on composite depreciation rates while Staff uses a more 

complex approach mixing composite rates and account specific rates to calculate CIAC 

The Company’s concern would also apply to Staff Rate Base No. 1 if adopted by the Commission. 
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amortization. The Company recommends using only composite depreciation rates 

consistent with normal Commission practice and past Commission orders for the 

Company. The Company believes that the added complexity is unnecessary and will lead 

to confusion and disagreement regarding future CIAC amortization balances. 

There are three areas of disagreement between the Company and Staff regarding 

expenses. First, as discussed above, the Company and Staff are recommending different 

allocation percentages between Chino and Granite. Second the parties disagree on the 

salary level of Mr. Levie. Lastly the Company and Staff propose differing levels of 

depreciation expense due to the differing levels of CIAC (Rate Base Adjustment No. 1) 

and minor differences in CIAC amortization calculation methodology. 

The Company and Staff are in agreement regarding the methodology for calculating the 

level of working capital, property tax expense and income tax expense. However, since 

the Company and Staff disagree on their revenue and expense recommendations the 

specific recommendations for these items are different. 

The parties have not altered their positions on the recommended code of conduct and 

related recommendations. Accordingly, several additional items remain in dispute. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes. 



any bid proposal prepared by the load-serving entity or entity 
affiliated with the load-serving entity and of any benchmark or 
reference cost the load-serving entity has developed for use in 
evaluating bids. The independent monitor shall take steps to 
secure the load-serving entity’s bid proposal and any bench- 
mark or reference cost so that they are inaccessible to any bid- 
der, the load-serving entity, and any entity affiliated with the 
load-serving entity. 
Upon Staffs request, the independent monitor shall provide 
status reports to Staff throughout the RFP process. 

J. 

Historical Note 
New Section made by final rulemaking at 16 A.A.R. 

2150, effective December 20,2010 (Supp. 10-4). 

ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES 
AND AFFILIATED INTERESTS 

R14-2-801. Definitions 
In this Article. unless the context otherwise reauires: 

1. 

2. 
3. 

4. 

5. 

6.  
7. 

8. 

“Afiiliate,” with respect to the public utility, shall mean 
any other entity directly or indirectly controlling or con- 
trolled by, or under direct or indirect common control 
with. the public utility. For purposes of this definition, the 
term “control” (including the correlative meanings of the 
terms “controlled by” and “under common control 
with”), as used with respect to any entity, shall mean the 
power to direct the management policies of such entity, 
whether through ownership of voting securities, or by 
contract, or otherwise. 
“Commission.” The Arizona Corporation Commission. 
“Entity.” A corporation, partnership, limited partnership, 
joint venture, trust, estate. or natural person. 
“Holding Company” or “Public Utility Holding Com- 
pany.” Any affiliate that controls a public utility. 
“Reorganize” or “Reorganization.” The acquisition or 
divestiture of a financial interest in an affiliate or a utility, 
or reconfiguration of an existing affiliate or utility’s posi- 
tion in the corporate structure or the merger or consolida- 
tion of an affiliate or a utility. 
“Subsidiary.” Any affiliate controlled by a utility. 
“System of Accounts. The accounting system or systems 
prescribed for utilities by the Commission. 
“Utility” or “Public Utility. Any Class A investor-owned 
public service corporation subject to the jurisdiction of 
the Arizona Corporation Commission. 

Historical Note 
Adopted effective July 30, 1992 (Supp. 92-3). 

R14-2-802. Applicability 
A. These rules are applicable to all Class A investor-owned utili- 

ties under the jurisdiction of the Commission and are applica- 
ble to all transactions entered into after the effective date of 
these rules. 
Information furnished to the Commission in compliance with 
these rules will not be open to public inspection, or made pub- 
lic, except on order of the Commission, or by the Commission, 
or a Commissioner in the course of a hearing or proceeding. 

B. 

Historical Note 
Adopted effective July 30, 1992 (Supp. 92-3). 

R14-2-803. Organization of Public Utility Holding Compa- 
nies 
A. Any utility or affiliate intending to organize a public utility 

holding company or reorganize an existing public utility hold- 
ing company will notify the Commission’s Utilities Division 
in writing at least 120 days prior thereto. The notice of intent 
will include the following information: 

1 .  

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

ers and directors of the holding company; 
The business purposes for establishing or reorganizing 
the holding company; 
The proposed method of financing the holding company 
and the resultant capital structure; 
The resultant effect on the capital structure of the public 
utility: 
An organization chart of the holding company that identi- 
fies all affiliates and their relationships within the holding 
company: 
The proposed method for allocating federal and state 
income taxes to the subsidiaries of the holding company; 
The anticipated changes in the utility’s cost of service and 
the cost of capital attributable to the reorganization; 
A description of diversification plang of affiliates of the 
holding company; and 
Copies of all relevant documents and filings with the 
United States Securities and Exchange Commission and 
other federal or state agencies. 

10. The contemplated annual and cumulative investment in 
each affiliate for the next five years, in dollars and as a 
percentage of projected net utility plant, and an explana- 
tion of the reasons supporting the level of investment and 
the reasons this level will not increase the risks of invest- 
ment in the public utility. 

11. An explanation of the manner in which the utility can 
assure that adequate capital will be available for the con- 
struction of necessary new utility plant and for improve- 
ments in existing utility plant at no greater cost than if the 
utility or its affiliate did not organize or reorganize a pub- 
lic utility holding company. 

The Commission staff will, within 30 days after receipt of the 
notice of intent, notify the Applicant of any questions which it 
has concerning the notice or supporting information. The 
Commission will, within 60 days from the receipt of the notice 
of intent, determine whether to hold a hearing on the matter or 
approve the organization or reorganization without a hearing. 
At the conclusion of any hearing on the organization or reorga- 
nization of a utility holding company, the Commission may 
reject the proposal if it determines that it would impair the 
financial status of the public utility, otherwise prevent it from 
attracting capital at fair and reasonable terms, or impair the 
ability of the public utility to provide safe, reasonable and ade- 
quate service. 

B. 

C. 

Historical Note 
Adopted effective July 30. 1992 (Supp. 92-3). 

R14-2-804. Commission Review of Transactions Between 
Public Utilities and Affiliates 
A. A utility will not transact business with an affiliate unless the 

affiliate agrees to provide the Commission access to the books 
and records of the affiliate to the degree required to fully audit. 
examine or otherwise investigate transactions between the 
public utility and the affiliate. In connection therewith, the 
Commission may require production of books. records, 
accounts, memoranda and other documents related to these 
transactions. 
A utility will not consummate the following transactions with- 
out prior approval by the Commission: 
1 .  Obtain a financial interest in any affiliate not regulated by 

the Commission, or guarantee, or assume the liabilities of 
such affiliate; 
Lend to any affiliate not regulated by the Commission. 
with the exception of short-term loans for a period less 
than 12 months in an amount less than $100,000: or 

B. 

2. 
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3. Use utility funds to form a subsidiary or divest itself of 
any established subsidiary. 

The Commission will review the transactions set forth in sub- 
section (B) above to determine if the transactions would 
impair the financial status of the public utility, otherwise pre- 
vent it from attracting capital at fair and reasonable terms, or 
impair the ability of the public utility to provide safe. reason- 
able and adequate service. 
Every transaction in violation of subsection (A) or (B) above is 
void, and the transaction shall not be made on the books of any 
public service corporation. 
The system of accounts used by the public utility will include 
the necessary accounting records needed to record and com- 
pile transactions with each affiliate. 

C. 

D. 

E. 

Historical Note 
Adopted effective July 30, 1992 (Supp. 92-3). 

R14-2-805. 
Activities and Plans 
A. 

Annual Filing Requirements of Diversification 

On or before April 15th of each calendar year, all public utili- 
ties meeting the requirements of R14-2-802 and public utility 
holding companies will provide the Commission with a 
description of diversification plans for the current calendar 
year that have been approved by the Boards of Directors. As 
part of these filings, each public utility meeting the require- 
ments of R14-2-802 will provide the Commission the follow- 
ing information: 
1 .  

2. 

3. 

4. 

5.  

6. 

7. 

8. 

9. 

10. 

1 1 .  

The name, home office location and description of the 
public utility’s affiliates with whom transactions occur, 
their relationship to each other and the public utility, and 
the general nature of their business; 
A brief description of the business activities conducted by 
the utility’s affiliates with whom transactions occurred 
during the prior year, including any new activities not 
previously reported; 
A description of plans for the utility’s subsidiaries to 
modify or change business activities. enter into new busi- 
ness ventures or to acquire, merge or otherwise establish 
a new business entity; 
Copies of the most recent financial statements for each of 
the utility’s subsidiaries; 
An assessment of the effect of current and planned affili- 
ated activities on the public utility’s capital structure and 
the public utility’s ability to attract capital at fair and rea- 
sonable rates; 
The bases upon which the public utility holding company 
allocates plant, revenue and expenses to affiliates and the 
amounts involved; an explanation of the derivation of the 
factors; the reasons supporting that methodology and the 
reasons supporting the allocation: 
An explanation of the manner in which the utility’s capi- 
tal structure, cost of capital and ability to raise capital at 
reasonable rates have been affected by the organization or 
reorganization of the public utility holding company; 
The dollar amount transferred between the utility and 
each affiliate during the annual period, and the purpose of 
each transfer; 
Contracts or agreements to receive, or provide manage- 
ment, engineering, accounting, legal, financial or other 
similar services between a public utility and an affiliate; 
Contracts or agreements to purchase or sell goods or real 
property between a public utility and an affiliate; and 
Contracts or agreements to lease goods or real property 
between a public utility and an affiliate. 

B. After reviewing the diversification plans, the Commission 
may, within 90 days after plans have been provided, request 

additional information, or order a hearing, or both, should it 
conclude after its review that the business activities would 
impair the financial status of the public utility, otherwise pre- 
vent it from attracting capital at fair and reasonable terms. or 
impair the ability of the public utility to provide safe, reason- 
able and adequate service. 

Historical Note 
Adopted effective July 30. 1992 (Supp. 92-3). 

R14-2-806. 
A. 

Waiver from the Provisions of this Article 
The Commission may waive compliance with any of the pro- 
visions of this Article upon a finding that such waiver is in the 
public interest. 
Any affected entity may petition the Commission for a waiver 
by filing a verified application for waiver setting forth with 
specificity the circumstances whereby the public interest justi- 
fies noncompliance with all or part of the provisions of this 
Article. 
If the Commission fails to approve, disapprove, or suspend for 
further consideration an application for waiver within 30 days 
following filing of a verified application for waiver, the waiver 
shall become effective on the 3 1 st day following filing of the 
application. 

B. 

C. 

Historical Note 
Adopted effective July 30. 1992 (Supp. 92-3). 

ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES 
R14-2-901. Definitions 
In this Article, unless the context otherwise reauires: 

1. 

2. 

3. 

4. 

5.  

6. 

7. 

“Affiliate” means any other entity directly or indirectly 
controlling or controlled by. or under direct or indirect 
common control with, a customer of record. For purposes 
of this subsection, the term “control, (including the cor- 
relative meanings of the terms “controlled by’‘ and “under 
common control with”). as used with respect to any 
entity, means the power to direct the management poli- 
cies of such entity, whether through the ownership of vot- 
ing securities, by contract, or otherwise. 
“Customer of record” means a premises owner or vendor. 
who has either applied to, or who has obtained from, an 
LEC an access line to be a COPT provider. 
“Customer-owned pay telephone (COPT) provider” 
means an entity authorized by the Commission to provide 
public pay telephone service to end-users and which is 
not a certificated LEC on the effective date of this Article. 
For purposes of compliance with Article 5 of this Chap- 
ter, “COPT provider” does not mean a “utility” as defined 
in R14-2-501(24). 
‘“800’ service” means calls to telephone numbers which 
normally can be reached without charge to the calling 
party by dialing 1-800 plus 7 digits. 
“Entity” means a corporation, partnership, limited part- 
nership. joint venture. trust, estate. or natural person. 
“Local exchange company (LEC)” means a company 
which is certificated to operate the local public switched 
telecommunications network. 
“Public access line (PAL)” means any LEC tariff under 
which COPT providers are authorized to obtain access to 
the local and interexchange telecommunications network. 

Historical Note 
Adopted effective September 16. 1992 (Supp. 92-3). 

Editor’s Note: The following Section was amended under an 
exemption from the Attorney General approval provisions of the 
Arizona Administrative Procedure Act (State ex rei. Corbin v. 
Arizona Corporation Commission, I74 A r i ~  216 848 R2d 301 
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EXECUTIVE SUMMARY 
CHINO MEADOWS I1 WATER COMPANY INC. 

DOCKET NO. W-0237OA-14-0231 

Chino Meadows I1 Water Company Inc. (“Chino Meadows”, “CM’ or “Company”) is 
an Arizona for-profit Class C public service corporation engaged in providing water utility 
services to approximately 900 customers within Yavapai County, Arizona. Chino Meadows 
current rates were approved in Decision No. 72896, dated February 21,2012. 

On June 30, 2014, the Company filed a rate increase application as ordered in 
Commission Decision No. 72896. The Decision required Chino Meadows to file its next 
general rate case using the same test year as that used in the next rate case for Granite Mountain 
Water Company Inc. (“Granite Mountain” or “GM’) in order to eluninate further disputes 
related to cost allocations. Chino Meadows and Granite Mountain, in Docket No. W-0237OA- 
14-0230, both used a 2013 test year. 

The Company proposed a $139,014, or 38.79 percent revenue increase over test year 
revenues of $358,364 to $497,378. The proposed revenue increase would produce an operating 
income of $74,604 for a 15.0 percent requested operating margin. The Company is not 
requesting rates based on rate of return because the Company claims a rate increase calculated 
using a traditional return on rate base approach would not generate adequate revenue. The 
Company’s proposed rates would increase the typical residential 5/8 x 3/4-inch meter bill with a 
median usage of 3,469 gallons from $26.45 to $35.89, for an increase of $9.44 or 35.69 percent. 

Staff recommends that the Company’s current rates remain the same because the 
Company’s existing rates will produce a 15 percent operating margin, which is the level 
requested by the Company. Staffs recommended rates would produce total operating revenue 
of $357,985, a $0 (0.00 percent) increase, over the Staffs adjusted test year revenue of $357,985 
and adjusted test year expense of $301,230, to produce a $56,754 operating income and an 
operating margin of 15.85 percent as shown on Schedule TBH CM-1A. Staffs recommended 
rates would result in no change for the typical residential 5/8 x 3/4-inch meter bill with a 
median usage of 3,469 gallons at $26.45, as shown on Schedule TBH CM-25A. 

Staff has developed an alternative rate recommendation based on traditional rate of 
return analysis. Staffs Alternative Recommendation results in a decrease in the current rates. 
These recommended rates would produce total operating revenue of $299,772, a $58,212 (16.26 
percent) decrease, from the Staffs adjusted test year revenue of $357,985, to provide a $13,537 
operating income and a 10.00 percent rate of return on Staff adjusted OCRB of $135,369, as 
shown on Schedule Tl3H CM-1B. This recommendation results in a 4.52 percent operating 
margin. Staffs recommended rates would decrease the typical residential 5/8 x 3/4-inch meter 
bill with a median usage of 3,469 gallons from $26.45 to $21.16, for a decrease of $5.29 or 20.01 
percent, as shown on Schedule TBH CM-25B. 

Staff recommends: 

1. The Commission approve the Staff-recommended rates and charges as shown on 
Schedule TBH CM-24A. 

2. The Company be ordered to file with Docket Control, a tariff schedule of its new rates 
and charges within 30 days after the effective date of the Decision in this proceeding. 



3. The Company be ordered to repay outstanding notes payable involving affiliates w i w  
one year. Further, Staff recommends the Company discontinue the practice of recording 
notes receivable involving affiliates for a period that exceeds one year without prior 
Commission approval. Further, Staff recommends that the Company refrain from 
making personal loans or advances with Company funds. 

4. The Company provide an annual report of the accounting of all Corporate Cost 
Allocations. The reports should be reconciled to the amounts billed and paid by each 
regulated and unregulated affiliate company. This annual report should be filed in this 
docket by April 15* for the previous calendar year. Such filing requirement would cease 
with the filing of the Company’s next rate case. 

5. The Commission order the Company to use a 4-factor allocation method for indirect 
expenses between regulated affiliated companies in its next rate case, and the regulated 
water company employees be required to utilize detailed time sheets to trace and allocate 
payroll cost to each regulated and unregulated affiliate. 

6. The Company develop and submit a Code of Affiliate Conduct related to afhliate 
activities and transactions, as discussed in Staffs Testimony within 90 days of an order 
approving new rates in this docket. Such Code of Affiliate Conduct would be applicable 
to Chino Meadows and all regulated and unregulated affiliates. 

7. The Commission provide the authority for Staff to immediately install an interim 
manager if the Company violates any part of the Code of Affiliate Conduct. 
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I. INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Teresa B. Hunsaker. I am a Public Utilities Analyst I11 working for the Arizona 

Corporation Commission (“ACC” or “Commission7’) in the Utihties Division (“Staff’). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst. 

In my capacity as a Public Utilities Analyst, I analyze and examine accounting, financd., 

statistical and other information included in utility rate, financing and other applications. In 

addition, I prepare written reports based on my analyses and present Staffs recommendations 

to the Commission on utility revenue requirements, rate design and other issues. I am also 

responsible for testifymg at formal hearings on these matters. 

Please describe your educational background and professional experience. 

I received a Bachelor of Science Degree in Accounting from the University of Nevada, Las 

Vegas and an Associate Degree in Business Management from Clark County Community 

College. I attended the National Association of Regulatory Utility Commissioners 

(“NARUC”) Utilities Rate School in San Diego in May 2014. 

What is the scope of your testimony in this case? 

I am presenting Staffs analysis and recommendations regarding the application of Chino 

Meadows II Water Company Inc. (“Chino Meadows,” “CM’ or “Company”) for a 

permanent rate increase. I wiU present Staffs testimony and schedules addressing rate base, 

operating revenues and expenses, revenue requirement and rate design. Mr. Jian Liu is 

presenting Staffs engineering analysis and related recommendations. 
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Q. 
A. 

Q. 

A. 

What is the basis of your testimony and recommendations in this case? 

I performed a regulatory audit of the Company’s application and records to determine 

whether sufficient, relevant, and reliable evidence exists to support the Company’s requested 

rate increase. The regulatory audit consisted of examining and testing financial information, 

accounting records, and other supporting documentation and verifymg that the accounting 

principles applied were in accordance with the Commission-adopted NARUC Uniform 

System of Accounts (“USoA’’). In preparing its case, Staff visited the Company’s facilities to 

conduct a plant inspection. Staff also reviewed previous rate and other Commission 

decisions applicable to this Company and affiliated companies. 

How is your testimony organized? 

My testimony is presented in eleven Sections. Section I1 

provides a background of the Company. Section I11 is a isummary of consumer service issues. 

Section IV presents compliance status. Section V is’ a summary of proposed revenues. 

Section VI describes cost allocations. Section VI1 describes the rate base adjustments and 

recommendations. Section VIII describes the operating income adjustments and 

recommendations. Section X 

discusses rate design. Section XI discusses the service charges. 

Section I is this introduction. 

Section IX discusses notes receivable and notes payable. 

11. BACKGROUND 

Q. Please provide the relevant background information associated with the Company’s 

application for a rate increase. 

The Company is a Class C water system providing service to approximately 900 customers in 

Yavapai County, Arizona. Chino Meadows’ cutrent rates were approved in Decision No. 

72896, dated February 21, 2012. On June 30, 2014, the Company filed a rate increase 

application as ordered in Decision No. 72896. Decision No. 72896 required the Company to 

A. 
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file its next general rate case using the same test year as is used in the next rate case for its 

regulated sister utility Granite Mountain Water Company Inc. (“Granite Mountain” or “GM’) 

in order to eliminate further dtsputes related to cost allocations. Pursuant to Decision No. 

74384, Granite Mountain is required to file a permanent rate case application using a test year 

ending December 31,2013, no later than June 30,2014. Additionally, Chino Meadows has 

another sister utility, Antelope Lakes Water Company Inc. (“Antelope Lakes”). 

Q* 
A. 

Please describe pertinent information provided with this application. 

On June 30,2014, Chino Meadows and Granite Mountain fled permanent rate cases using a 

test year ending December 31, 2013. The Chino Meadows rate application requested funds 

to cover an operating loss; produce an operating income of $74,803l, plus additional funding 

to cover increasing and fluctuating costs, to deal with emergencies or other contingencies, 

and to attract new capital for system improvements. On July 24,2014 the initial application 

was found insufficient. 

On August 25,2014, the Company docketed its revised Application. On September 8,2014, 

the Company docketed Amended Current and Proposed Rates and Charges, and Amended 

Current and Proposed Service Charges.’ On September 18, 2014, the Company docketed 

Second Amended pages to the short form appli~ation.~ 

I The narrative accompanying the application indicated the rate increase was needed to provide the Company an 
Operating Margin of 15 percent. 

On September 17,2014, the Company docketed an Amended Application due to understated test year revenues by 
$2,688.06. The Amended Application replaced the narrative description of application for rate adjustment, statements in 
support of rate request, current and proposed rates and charges, comparative statement of income and expense and the 
supporting attachments. 

The following pages were amended Pages 6,13A, 13B, 14,18,19,22 and 23. This was the Second Amendment to 
Pages 6 and 19. The Second Amended application replaced statements in support of rate request, plant additions and 
retitements by year, plant summary, water use data sheet, comparative statement of income and expense, balance sheet, 
and supplemental hnancial data. 
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Q. 

A. 

Did Staffs concurrent audit of these two unconsolidated rate case applications result 

in recommendations that flowed between the two filings so that, for example, a 

recommendation in the Granite Mountain case had to be accommodated in Staffs 

testimony and schedules in the Chino Meadows filing? 

Yes. This was especially true with regard to the recommendations being made by Staff that 

were subject to cost re-allocation considerations. Unfortunately this lengthened Staffs 

testimony in both dockets, and resulted in numerous cross-utility impact acknowledgments in 

both sets of testimony that I a m  supporting. Staff believes that if the Commission adopts 

Staffs recommendations regarding the development of a Code-of-Afhliate Conduct that 

would be applicable to both of these regulated utilities and all regulated and unregulated 

affiliates, such efforts and cross-references can be avoided in future rate case filings docketed 

by these utilities. 

111. CONSUMER SERVICE 

Q. 

A. 

Please provide a brief summary of customer complaints received by the Commission 

regarding Chino Meadows. 

Staff reviewed the Commission’s records for the period January 1,2012, through January 23, 

2015, and found that, there were no complaints in years 2012 and 2013; for year 2014, there 

was one complaint regarding quality of service; and for year 2015, there were no complaints. 

All complaints have been resolved and closed. In 2014, there were two Consumer 

Comments filed opposing this rate case. 
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IV. COMPLIANCE 

Q. 

A. 

Please provide a summary of the compliance status of Chino Meadows. 

A review of the Commission’s Compliance database indicates that there are currently no 

delinquencies for the Company. The Company is current on its property and sales tax 

payments. 

V. SUMMARY OF PROPOSED REVENUES 

Q. 
A. 

Q. 
A. 

Please summarize Chino Meadows’ proposals in this filing. 

The Company-proposed rates, as filed, produce total operating revenue of $497,378, a 

$139,014 (38.79 percent) increase, over the test year revenue of $358,364, to provide a 

$74,604 operating income. The Company asserts that its requested rate increase will provide 

a 15.0 percent operating margm. The Company is not requesting a rate of return on a 

proposed $171,398 fair value rate base (“FVRIY7) which is also the proposed original cost rate 

base (“OCRB”) because the Company claims a rate increase calculated using a traditional 

return on rate base approach would not generate adequate revenue. The Company’s 

proposed rates would increase the typical residential 5/8 x 3/4-inch meter bill with a median 

usage of 3,469 gallons from $26.45 to $35.89, for an increase of $9.44 or 35.69 percent. 

Please summarize Staffs recommended revenue. 

Staff recommends that the Company’s current rates remain the same because the Company’s 

existing rates will produce more than a 15 percent operating margin, which is the level 

requested by the Company. Staffs recommended rates will produce total operating revenue 

of $357,985, a $0 (0.00 percent) increase, over the Staffs adjusted test year revenue of 

$357,985 and adjusted test year expense of $301,230, to produce a $56,754 operating income 

and an operating margin of 15.85 percent as shown on Schedule TBH CM-1A. Staffs 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

< 

Direct Testimony of Teresa B. Hunsaker 
Docket No. W-0237OA-14-0231 
Page 6 

recommended rates would result in no change for the typical residential 5/8 x 3/4-inch meter 

bill with a median usage of 3,469 gallons at $26.45, as shown on Schedule TBH CM-25A. 

Staf~ Alternative Recommenhtion 

Staff has developed an alternative rate recommendation based on traditional rate of return 

analysis. Staffs Alternative Recommendation results in a decrease in the current rates. These 

recommended rates would produce total operating revenue of $299,772, a $58,212 (16.26 

percent) decrease, &om the Staffs adjusted test year revenue of $357,985, to provide a 

$13,537 operating income and a 10.00 percent rate of return on Staff adjusted OCRB of 

$135,369, as shown on Schedule TBH CM-1B. This recommendation results in a 4.52 

percent operating margin. Staffs recommended rates would decrease the typical residential 

5/8 x 3/4-inch meter bill with a median usage of 3,469 gallons from $26.45 to $21.16, for a 

decrease of $5.29 or 20.01 percent, as shown on Schedule TBH CM-25B. 

Rate Base Adjzlstments 

Q. 

A. 

Please summarize Staff's rate base adjustments for Chino Meadows. 

u) - This 

adjustment increases CIAC by $4,276 due to unsupported plant. 

L A  

CIAC for Plant Paid with Insurance Proceeds - This adjustment increased CIAC by $6,130 

due to funds received from insurance proceeds less amortization for the Office fire. 

Advances in Aid of Construction f"AIAC") Refunds - This adjustment decreases AIAC by 

$3,649 to reflect Staffs adjustment of AIAC because the Company inadvertently missed the 

2013 payments. The missed payments were paid in 2014. 
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Amortization of CIAC - This adjustment increases accumulated amortization of CIAC by 

$805 to reflect the amortization of CLAC on the Staff-recommended CLAC additions. 

Reclassifv and Plant Additions to ApDroDriate Classifications - This adjustment for $8,689 

increases plant in service for plant additions and reclassifications to the appropriate NARUC 

classifications. 

Plant Not Used and Useful - This adjustment removes $55,703 for plant that has been 

determined to not be used and useful. 

Removal of Plant Additions - This adjustment decreases the Plant Additions by $1,000 

reflecting adjustments for items that should not be included in plant. 

Accumulated Demeciation - This adjustment decreases accumulated depreciation by $33,636 

to reflect Staffs calculation based on Staffs recommended plant. 

Cash Working. CaDital Y'CWC'? Allowance - This adjustment decreases the allowance by 

$15,699 to reflect calculation of the CWC allowance using Staffs recommend operating 

expenses. In the future, Staff will require a lead-lag or similar study to support its cash 

working capital allowance. 

Operating Income Adjustments 

Q. 

A. 

Please summarize Staff's operating income adjustments for Chino Meadows. 

Surcharpe - This adjustment decreases the operating other revenues for a surcharge not 

included in its tariff by $379. 
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Water Testing - This adjustment increases the operating expenses for water testing by $37 to 

reflect Staff's recommended annual water testing costs. 

Rate Case ExDense - This adjustment increases operating 

appropriate amount for Chino Meadows. 

xpense by $1,667 to reflect n 

Bad Debt - This adjustment increases operating expense by $2,843 to reflect an error in the 

pro-forma adjustment by the Company ($4,990 actual less $1,990 Company pro-forma) less 

collection fees of $157. 

Allocations - The total of all the adjustments decreases operating expenses by $1 09,821. The 

adjustments impact thirteen expense classifications. The adjustments include reclassifications, 

disallowances and normalizations prior to the appropriate allocations. 

DeDreciation ExDense - This adjustment decreases depreciation expense by $1,509 t reflect 

application of Staffs recommended depreciation rates to Staff recommended plant mounts. 

ProDertv Taxes - This adjustment decreases property taxes by $976 to reflect application of 

the modified version of the Arizona Department of Revenue's property tax methodology that 

the Commission has consistently adopted. 

Test Year Income Taxes - This adjustment increases test year income tax expense by $23,628 

to reflect application of statutory state and federal income tax rates to Staffs adjusted taxable 

income. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Direct Testimony of Teresa B. Hunsaker 
Docket No. W-0237OA-14-0231 
Page 9 

VI. COST ALLOCATIONS 

Q. 

A. 

Q. 
A. 

Please provide the Company’s test year indirect expenses included in its cost 

allocation. 

Per the response provided to Staff in Data Request (“DR”) CM TBH 1.42, the Company 

included ten categories of indirect expenses as follows: Purchased Power, Chemicals, Repairs 

and Maintenance, Office Supplies, Rent, Contractual Services, Transportation, Insurance - 

General Liability, Insurance - Health and Miscellaneous Expenses. 

Please describe the Company’s test year cost allocation methods. 

Per DR CM TBH 1.42, the Rent Expense during the test year was allocated to Chino 

Meadows for 80 percent and to Granite Mountain for 20 percent. This allocation method is 

directed by management. Operating Expenses during the test year were allocated to Chino 

Meadows for 90 percent and to Granite Mountain for 10 percent. This allocation method is 

based on the number of customers. Employee Salaries and Wages during the test year were 

allocated to Chino Meadows for 83 percent and to Granite Mountain for 17 percent. This 

allocation method is due to payroll software Imitations; the Company allocated one 

employee’s salary duectly to Granite Mountain. ”he resulting allocation for the test year was 

$164,965 to Chino Meadows and $33,942 to Granite Mountain. Per DR’s CM TBH 1.26 and 

CM TBH 1.42, Officer, Director and Stockholder Salary and Wages, the companies intended 

to allocate 80 percent to Chino Meadows and 20 percent to Granite Mountain. However, the 

actual test year booked allocation was $31,700 to Chino Meadows and $6,000 to Granite 

Mountain which is approximately 84 percent to Chino Meadows and 16 percent to Granite 

Mountain. 
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Q* 
A. 

Q. 
A. 

Please describe the changes to the Company’s current cost allocation methods. 

Per DR CM TBH 1.42, the Company changed the indirect Operating Expenses allocated to 

Chino Meadows to 88 percent and to Granite Mountain to 12 percent based on actual end of 

year customer Counts. 

Please describe the Staff’s recommended cost allocation method. 

Both Chino Meadows and Granite Mountain paid a majority of the direct costs associated 

with their respective water companies. Chino Meadows paid a majority of the indirect 

expenses that were then allocated to Granite Mountain in an annual end of year 

reimbursement to Chino Meadows. However, there were a number of indirect expenses paid 

directly by Granite Mountain that were not adjusted through the allocations from Chino 

Meadows. Staff allocated these indirect costs paid by Granite Mountain in the total for 

indirect expenses to be allocated. Staff allocated the indirect expenses to thirteen expense 

classifications. 

In order for Staff to determine the amount to reallocate to all aftiliates as shown on Schedule 

TBH CM-19a7 Staff began with the Company’s proposed expenses as filed in Column D; 

Second Step: Staff added back the onginal amount of the prior docation to Granite 

Mountain for test year expenses in Column E; Thit-d Step: Staff reclassified expenses to the 

appropriate classification and allocated expenses that Granite Mountain incurred that should 

be part of the allocation as shown on Schedule TBH CM-19b in Column F; Fourth Step: 

Staff disallowed expenses not appropriate for rate making purposes as shown on Schedule 

TBH CM-19c in Column G; Fifth Step: Staff normalued expenses as shown on Schedule 

TBH CM-19d in C O ~ W  H. 



3 
L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2c 

21 

22 

23 

24 

25 

26 

Direct Testimony of Teresa B. Hunsaker 
Docket No. W-0237OA-14-0231 
Page 11 

Staff continued with the Sixth Step: Staff removed all direct expenses as shown on Schedule 

TBH CM-19a in Column I; Seventh Step: Staff added Column D through Column H Less 

Column I to determine the Costs to be Allocated as shown on Schedule TBH CM-19a 

Column J; Eighth Step: Staff determined the portions due from unregulated affiliates, as 

shown on Schedule TBH CM-19a Column K Ninth Step: Staff determined the costs to be 

allocated to the unregulated affiliates, as shown on Schedule TBH CM-19a Column L; Tenth 

Step: Staff determined the costs to be allocated to the regulated water affiliates, as shown on 

Schedule TBH CM-19a Column M. 

Staff applied the 4-factor allocation in the Eleventh Step: Chino Meadows 4-factor allocation 

of 70.12 percent, as shown on Schedule TBH CM-19a Column N; Twelfth Step: Staff then 

applied Chino Meadows' 4-factor allocation from TBH CM-19e at 70.12 percent to costs to 

determine the amount to be allocated to the Company as shown on Schedule TBH CM-19a 

Column P; Final Step: The total of the direct expenses in Column I and the amount allocated 

to Chino Meadows in Column P are then adjusted to the amount the Company tiled in its 

Q. 
A. 

Q. 
A. 

application as shown on Schedule TBH CM-19a in Column C. 

What are the components of Staff's recommended 4-factor cost llocation? 

Staff recommends using a 4-factor allocation that including the average number of customers, 

net plant in service, total annual revenue and total annual gallons pumped in thousands. Each 

of the four individual factors would then be given equal weight under Staffs 

recommendation. 

Which affiliates will be included iil the development of the 4-factor cost allocations? 

Staff recommends that the Cfactor allocation be determined by utilizing all three regulated 

affiliated water utilities (Chino Meadows, Granite Mountain and Antelope Lakes) as shown 
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on Schedule TBH CM-19e. 

should be allocated to all three regulated affiliated water utilities. 

Additionally, Staff also recommends that the indirect costs 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Please explain the results from using the four factors Staff recommends for allocation 

purposes. 

The resulting 4-factor allocations are as follows: Antelope Lakes is 2.95 percent, Chino 

Meadows is 70.12 percent and Granite Mountain is 26.93 percent as shown on Schedule TBH 

CM-l9e. 

Did Staff identify any expenses that should not be allocated to Chino Meadows? 

Yes. Staff identified expenses it has deemed improper for rate making purposes. 

Did Staff identify any expenses paid directly by Granite Mountain that should have 

been included in the Corporate Allocations? 

Yes. Staff identified $3,637 in expenses that should have been part of the 4-factor allocation 

and were paid by Granite Mountain. This allocation increased Repairs and Maintenance by 

$1,820 and Transportation by $1,817. This adjustment is then reallocated through Corporate 

Allocations. 

Why are Corporate Allocations required for transactions with Affiliates? 

As stated within the NARUC Guidelines, transactions with Affiliates, “Allocations are 

important as there is an incentive to shift costs to regulated entities where recovery may be 

more likely which would result in increased profits for the non-regulated entities.” This 

guideline stated that ‘‘Regulations are deslgned to prevent “cross subsidization” - one entity 

paying for costs that actually benefit another entity. Cross subsidization can occur between 

regulated entities as well as between regulated and non-regulated entities.” 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Based on the consideration discussed in the NARUC Guideline, does Staff 

recommend that the Company develop and then follow a formal written Code of 

Affiliate Conduct related to affiliate transactions? 

Yes. 

What is the purpose of a formal written Code of Affiliate Conduct (“Code”)? 

The formal written Code of Afhliate Conduct is meant to complement and clarify affiliate 

transactions. The purpose of this Code is to govern all operational and financial activities and 

relationships with and among the parent, owners, family members and all affiliates (regulated 

and unregulated). This Code assures the separation of the traditional roles of the regulated 

utilities and unregulated affihtes. This Code will develop the cost allocation through a cost 

allocation manual that includes time keeping for all employees. The Code would address 

valuing transactions for purchases or sales as well as goods and services provided to or 

among affiliates. Competitive biddmg practices should be included in the Code. Financial 

arrangements between affiliates (regulated and unregulated) whether as notes receivable or 

notes payable would need to be addressed in the Code. The Company should develop and 

submit its proposed formal written policy or agreement for the Code to Staff but the scope 

and structure must be acceptable to Staff. 

W h y  is Staff recommending a formal written Code? 

Staff is recommending the Code due to the ongoing issues with the Company and its 

regulated and unregulated afiihates. Throughout the review of the books and records of the 

Company, it is abundantly clear that until a proper code is written and adhered to by the 

Company the issues presented in my testimony will only continue. By following the Code the 

Company should resolve the recurring issues discussed in my testimony. However, Staff 
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recommends that the Commission provide the authority for Staff to immediately place an 

interim manager if the Company violates any part of the Code. 

Q. 
A. 

Does Staff believe a formal written Code will suffice to resolve these recurring issues? 

If the Company follows the Code, yes. However, because the Company has a history of 

failing to comply with similar Commission orders, Staff is recommendhg that it be 

authorized to appoint an Interim Manager if it determines the Company violates any part of 

the Code. 

VII. RATEBASE 

Fair Value Rate Base 

Rate Base - Phnt Domentation 

Q. 
A. 

Q* 

A. 

Are plant costs required to be supported? 

Yes. The Arizona Administrative Code $ R14-2-4110) (1) states, “Each utility shall keep 

general and a u x h r y  accounting records reflecting the cost of its properties.. ..and all other 

accounting and statistical data necessary to give complete and authentic information as to its 

properties.. ..” (Emphasis added.) 

During the audit, did Staff identify plant costs which Chino Meadows did not 

adequately support? 

Yes. Chino Meadows did not provide invoices to support $42,759 in plant additions, as 

shown on Schedule TBH CM-5, h e  22. Source documents are essential records for vedfymg 

plant costs. In the absence of supporting documentation, the Company’s plant balances 

cannot be verified. 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Was there an abnormal or non-recurring event that affected the Company providing 

source documents and records during the audit? 

Yes, Chino Meadows and Affiliates had a fire in the office located at 2465 W. Shane Drive on 

December 14,201 1. Mr. Paul Levie provided a sworn statement in the application that the 

records located in the office and Accounts Payable records and invoices for (2008,2009,2010 

and 201 1) were destroyed in the fire. 

What does Staff typically recommend for inadequately supported plant? 

Staff typically recommends that 100 percent of the cost be removed from rate base. It is the 

Company’s responsibility to support its claimed costs. If unsupported costs are not removed, 

ratepayers are at risk of paying a return on plant values that may be overstated or on plant 

items that may not exist. 

Is Staffs recommendation that 100 percent of the cost be removed in this case? 

No. Staff is not m h g  that recommendation. 

What is Staffs recommended treatment for the inadequately supported plant in this 

case? 

Staff is recommending that 10 percent of unsupported plant in service be offset with CLAC. 

Why is Staff Altering its usual position in this case? 

There are three reasons Staff is recommending this treatment. First as previously noted, the 

Company’s office experienced a fire in December 2011. A majority of the Company’s 

records were destroyed by fire. Second, the Company has made an effort with its bank to 

obtain copies of cancelled checks and the Company provided numerous letters to the bank. 
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The Company was able to obtain some of the requested records. Third, Staffs inspection 

verified that the plant did exist and costs were not overstated. 

Rate Base Summary 

Q. Please summarize Staffs adjustment to Chino Meadows' rate base shown on 

Schedules TBH CM-3 and TBH CM-4. 

Staffs adjustment to Chino Meadows' rate base resulted in a net decrease of $36,029, from 

$171,398 to $135,369. This decrease was primarily due to Staffs adjustments to plant in 

service and accumulated depreciation associated with the plant. Staffs recommendation 

results horn the eight rate base adjustments as discussed below. 

A. 

Rate Base Adjustment No. 1 - Unsqported Phnt Teated as CIAC 

Q. Does Staff's Rate 'Base Adjustment No. 1 relate to the unsupported plant investments 

being treated as CIAC which was already discussed? 

Yes. Staff recommends treating 10 percent of the unsupported plant additions of $42,759 as 

contributions and include $4,276 in CIAC, as shown on Schedule TBH CM-5 line 26. The 

associated adjustment for the amortization of the CIAC for this plant is $192. 

A. 

Rate Base Agustmefit No. 2 - CUCfor Plantpaid with Inmrance Proceeds 

Q. 

A. 

Did the Company write off utility plant that remains in service? 

Yes. The Company did not properly maintain its records in accordance with the NARUC 

USoA, and it inadvertently offset the insurance proceeds for plant reimbursed after the office 

fire in December 2011 resulting in the write-off of plant in service. The Company should 

have added plant addition to plant in service. 
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Q. 
A. 

Q. 

A. 

Why is Staff treating this plant as CIAC? 

According to NARUC Guidelines, plant paid with insurance proceeds should be treated as 

CIAC. Staff recommends the plant be added in the year the plant was put into use. 

What is Staffs recommendation? 

Staff recommends increasing CJAC by $6,130 for the Computers and Software purchased to 

replace equipment destroyed in the December 2011 office &e as shown on Schedule TBH 

CM-6. The plant is added on Schedule TBH CM-8, line 21. The associated adjustment for 

the amortization of the CIAC for this plant is $613. 

Rate Base Adjstment No. 3 - ALAC Rtfands 

Q. 
A. 

Q. 

A. 

Did the Company properly refund the AIAC obligations in the test year? 

No. The Company stated in DR CM TBH 1.18 that, due to employee error turnover, it 

inadvertently failed to make the required refunds during the test year. The Company made 

the required refunds in 2014. 

What is Staffs recommendation? 

Staff recommends an AIAC balance decrease by $3,649 for refunds the Company 

inadvertently failed to make during the test year. 

Rate Base Adjldstment No. 4 - ReclasxB Plant and Rant Additions to Appropriate Ckass@cations 

Q. 

A. 

Did Staff reclassiQ plant in accordance with Decision 72896? 

Yes, Staff reclassified and moved $6,406 from Water Treatment Equipment in Acct. 320 to 

the appropriate sub-category of Solution Chemical Feeders in Acct. 320.2. Staff reclassified 

and moved $51,684 from account Distribution Reservoirs and Standpipes in Acct. 330 to the 
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appropriate sub-account number of Storage Tanks in the amount of $36,415 and Pressure 

Tanks in the amount of $15,269. 

Q. 

A. 

Did Staff reclassiq or add other plant in service in this case? 

Yes, Staff reclassified and moved $4,782 from Computers & Software in Acct. 340.1 to 

Office Furniture in Acct. 340 and increased by $1,752 from Fire Related Expenses in 2012 

for Office Furniture for a total adjustment of $6,534. Staff included $6,130 in Computers & 

Software Acct. 340.1 due to equipment cost previously expensed and offset by insurance 

proceeds as noted on Schedule TBH CM-6. Staff reclassified and moved $854 from 

Computers & Software in Acct. 340.1 to Communications Equipment in Acct. 346. Staff 

reclassified and moved $3,975 from Communications Equipment in Acct. 346 to 

Miscellaneous Equipment in Acct. 347. Staff reclassified and moved $539 from expenses 

adjusted for on Schedule TBH CM-20 to Wells & Springs in Acct. 307. Staff reversed the 

Company’s adjusting entry removing $268 from Transmission & Distribution Mains in Acct. 

331. 

Rate Bae Adjtlment No. 5 - Plant Retirements 

Q. 

A. 

Did the Company retire plant in service due to the Office fire in December 2011? 

No, the Company did not retire plant in service due to the Office fire in accordance with 

NARUC Guidelines. 

Q. Does Staff recommend the retirement of plant destroyed due to an Office fire in 

December 2011? 

Yes, Staff removed $9,346 from Office Furniture and Equipment in Acct. 340 as shown on 

Schedule TBH CM-9 Line 16 and $5,608 from Communication Equipment in Acct. 346 as 

A. 
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shown on Schedule TBH CM-9 Line 19. Staff adjusted accumulated depreciation for this 

plant on Schedule TBH CM-11. 

Q. 
A. 

Q. 
A. 

Did the Company retire plant in service that is no longer used and usefid? 

No, the Company did not retire transportation equipment no longer owned by the Company. 

In response to DR CM TBH 1.38, the Company provided a schedule of all vehicles and listed 

the following as no longer owned by the Company: 1998 Ford Ranger Truck ($11,287), 2000 

Ford Ranger Truck ($5,350), Pre-2995 Unidentified Vehicles ($4,103), 1975 Ford Water 

Truck ($7,500) and 1999 Ford Truck ($12,509). 

What is Staffs recommendation? 

Staff recommends removing $55,703 from plant in service due to retirements, as shown on 

Schedule TBH CM-9. Staff recommends that the Company retire items that are no longer 

used and useful in a timely manner. 

Rate Base Ac&stment No. 6 - Removal ofplant Additions 

Q. 

A. 

Q. 
A. 

Did the Company purchase a John Deere riding lawn mower from a private party 

during the test year? 

Yes, the Company purchased a riding lawn mower for $1,000 from a private p q .  

Did the Company transfer this plant to Granite Mountain? 

No. In response to Staffs DR CM TBH 2.7, the Company stated that Chino Meadows still 

owns the riding lawn mower. 
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Q. 
A. 

Q. 
A. 

Why did Staff remove this plant addition for the John Deere riding lawn mower? 

Staff removed the plant addition due to the Company already owning a new riding lawn 

mower that was purchased in October 2012. Additionally, Staff during the site visit with the 

Operation Manager on September 25, 2014, stated the John Deere riding lawn mower was 

stored in the Owner’s garage and used solely by Granite Mountain. Staff determined the 

riding lawn mower intended uses could not be supported and therefore was removed. 

What is Staffs recommendation? 

Staff removed $1,000 from plant additions for Power Operated Equipment in Acct. 345. 

Staff fuaher recommends that unsupported or personal expenses not be paid by the 

Company. 

Rate Base Agustment No. 7 -Accumulated Depreciation 

Q. 

A. Yes. 

Did Staff make any adjustments for Accumulated Depreciation? 

Q. What is Staffs recommendation? 

A. Staff calculated the accumulated depreciation based on Staffs re ommended plant 

adjustments. Staffs calculation of $636,937 as shown on Schedule TBH CM-11 includes 

Staffs rate base adjustments summarized on Schedule TBH CM-4 and the associated 

additions or reductions to rate base. 

Rate Base Agkrttment No. 8 - Cash Working CapitalAllowance 

Q. 

A. 

What is Cash Working CapitaI? 

Cash working capital represents a required level of funding provided by investors for the 

purposes of p a p g  operating expenses in advance of receiving recovery of such expense from 
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customers through rates. The cash working capital allowance is a component of rate base that 

can be positive or negative. 

Q* 

A. 

Q* 
A. 

What is Chino Meadows proposing for the cash working capital allowance? 

The Company proposes a cash working capital allowance based on the formula method, i.e., 

one-menty-fourth of purchased water and purchased electric power expense and one-eighth 

of other operating and maintenance expenses. 

What is Staffs recommendation? 

Staff recommends a Cash Working Capital Allowance balance of $27,780, a $15,699 decrease 

over the Company’s proposed balance of $43,479, as shown on Schedules TBH CM-4 and 

TBH CM-12. But Staff notes that in the future, Staff wiU require a lead-lag or similar study to 

support its cash working capital allowance. 

VIII. OPERATING INCOME 

Operating Income Summa?y 

Q. What are the results of Staff’s analysis of test year revenues, expenses, and operating 

income? 

As shown on Schedules TBH CM-l3A, TBH CM-33B and TBH CM-14, Staffs analysis 

resulted in test year revenues of $357,985, expenses of $301,230 and operating income of 

$56,754. The Company’s application shows test year revenues of $358,364, expenses of 

$385,362 and an operating loss of $26,998. Staffs recommendation results from the eight 

operating income adjustments discussed below. 

A. 
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Operating Income Aajustment No. 1 - Sumbage - 0th- Revenue 

Q. 

A. 

Q. 
A. 

What is the Company proposing for other revenues? 

The Company proposed $12,744 for other revenues. 

What is Staff's recommendation? 

Staff recommends decreasing test year revenue by the amount of $379, as shown on Schedule 

TBH CM-15. This adjustment decreases the operating other revenues for a surcharge not 

included in its tariff for $379. Such revenues should not be recurring since this surcharge is 

not included in the Company's Commission-approved tariffs. 

Operating Income Agustment No. 2 - Contract Semites, Water Testing 

Q. 
A. 

Q. 

A. 

What is the Company proposing for contract services for testing? 

The Company proposed $4,791 for the adjusted test year expense. 

What is Staff's recommendation? 

Staff recommends increasing test year expense by the amount of $37, as shown on Schedule 

TBH CM-16. Even though this adjustment is small ,  Staff is capturing this adjustment in 

order to reflect the recommended annual water testing costs as shown on Staffs Engineering 

Report. 

Operating Income Adjustment No. 3 - Rate Case Eqenses 

Q. 

A. 

What is the Company proposing for rate case expenses? 

The Company proposed $13,333 for the adjusted test year expense. The Company estimated 

that the combined rate case expense for Chino Meadows and Granite Mountain of $50,000. 

For the flings the costs were allocated 20 percent to Granite Mountain for $10,000 and 80 

percent for Chino Meadows for $40,000. The Company normalized the $40,000 expense 
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over 3 years. However, according to the Company’s supplemental response to Staffs DR 

CM TBH 1.5, the Company is now claiming a combined rate case expense for Chino 

Meadows and Granite Mountain of $75,000. The Company’s adjusted costs would be 

allocated at 40 percent to Granite Mountain for $30,000 and 60 percent for Chino Meadows 

for $45,000. The Company would normalize this $45,000 expense over 3 years. 

Q. 
A. 

What is Staffs recommendation? 

Staff is recommending recognition of a rate case expense level of $15,000, an increase of 

$1,667 over the Company’s originally proposed amount of $13,333. 

Operatiq Income Adjstment No. 4 - Bad Debt Expense 

Q. 
A. 

Q- 

A. 

Q. 

A. 

What is the Company proposing for bad debt expense? 

The Company proposed $1,990 for the adjusted test year expense. 

Did Staff make any adjustments to the Company pro forma adjustments for bad debt 

expense? 

Yes. 

What are those adjustments and why? 

Staffs adjustments reflect pro forma corrections for errors made by the Company of $2,843. 

The Company’s original adjustment was to reclassify the bad debt expense from 

miscellaneous to bad debt expense for a decrease of 1,990. Staff reviewed the general ledger 

and determined the total bad debt expense was actually $4,990 a difference of $3,000. Staff 

reclassified the collection fees from miscellaneous expense to bad debt expense for a decrease 

of $157. The net result of Staffs adjustments to the Company’s pro forma adjustments is an 
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increase of $2,843. 

amount for the test year appears to be reasonable. 

Staff reviewed the last four years of actual bad debt expenses. The 

Operafing Income Adjttment No. 5 - Cost Allocations 

Q. 

A. 

How did Staff develop its Cost Allocation based adjustments? 

Staff developed its recommended cost allocation based adjustments by a review of the 

Company’s underlying expenses and based upon the application of the 4-factor cost 

allocations Staff is recommending. The resulting expense level changes were the result of 

expense reclassifications, expense level disallowances and expense level normalizations. 

Reclas@cations 

Q. Did Staff reclassify expenses for Salaries and Wages, Repairs and Maintenance, Office 

Supplies, Rent, Contractual Services, Transportation, Miscellaneous and Payroll 

Taxes? 

Yes. Staff reclassified expenses to each of the classifications listed above as shown on 

Schedule TBH CM-19b. Staff will discuss each separately. However, Staff will combine the 

discussions of the adjustments for Salaries, Wages and Payroll Taxes. 

A. 

Operating Income Adjustments - Salaries, Wages and Payroll Taxes 

Q. 

A. 

Why did Staff include adjustments related to Salaries, Wages and Payroll? 

In response to Staffs DR GM TBH 1.24, the Company stated the position works for all the 

affiliated water companies and also provides support related to Mr. Paul Levie’s property 

management activities. Staff reclassified these expenses in order to reflect the cost allocations 

as shown on Schedule TBH CM-19f. 
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Q. 

A. 

Q. 

A. 

Does Staff agree with the Company’s current allocation method for salaries, wages 

and payroll taxes between Chino Meadows and Granite Mountain? 

No. The Company stated that 40 percent of this employee’s salary was paid by Granite 

Mountain. However, Staff recommends that the test year’s salary and wages be determined 

using the 4-factor cost allocation method. 

Please describe Staffs reclassification adjustment to Salaries and Wages for Payroll 

Taxes. 

Staff reclassified payroll taxes of $15,718, resulting in a decrease to Salaries and Wages as 

shown on Schedule TBH CM-19b Line 16. Staffs reclassification of payroll taxes is based on 

actual and estimated payroll taxes reflecting a reasonable salary and salary increase. Staff 

adjusted the test year salaries, wages and payroll taxes as shown on the Allocations for Salaries 

and Wages Calculation Schedule TBH CM-19f. 

Operating Income A@.utments - Repairs and Maintenance 

Q. 

A. 

Q. 

A. 

Please describe Staffs reclassification adjustments related to Repairs and 

Maintenance expenses. 

Staff reclassified expenses to plant in service for $539 and the plant should be capitalized and 

depreciated, as shown on Schedules TBH CM-19b and TBH CM-20. Staff determined that 

Granite Mountain incurred expenses for Repairs and Maintenance of $1,820 that need to be 

reclassified to be included in the cost allocations as shown on Schedule TBH CM-19b. 

What is Staff’s recommendation? 

Staff recommends increasing test year repairs and maintenance expenses by the amount of 

$1,281, as shown on Schedule TBH CM-19b. 
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Operating Income Agustments - O@ce Supplies 

Q. 

A. 

Please describe Staffs reclassification adjustments for Office Supplies. 

Staff reclassified the rent expense of $12,000 that was misclassified to Office Supplies, as 

shown on Schedule TBH CM-19b. 

Q. What is Staffs recommendation? 

A. Staff recommends decreasing test year office supplies expenses by the amount of $12,000, as 

shown on Schedule TBH CM-19b. 

Operating Income Adjstments - Rent 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Please describe Staffs reclassification adjustments for Rent. 

Staff reclassified the rent expense of $12,000 that was misclassified to Office Supplies, as 

shown on Schedule TBH CM-19b. 

Where is the administrative office located and who owns the property? 

501 N Hwy 89, Chino Valley A 2  86323 is owned by Mr. Dewey J. Levie, Mr. Paul Levie’s 

son. 

How much is the full rent for the administrative office and allocation to Chino 

Meadows and Granite Mountain? 

Per the rental agreement dated December 15, 2011, provided in response to DR CM TBH 

1.30, the monthly rent is $1,250 for a total of $15,000 per year to Mr. Dewey J. Levie. In the 

Company’s response to DR CM TBH 1.30d, “Chino Meadows is required to pay yearly rent 

of $15,000 ($1,250 per month). During the test year, the rent was 20 percent to Granite 

Mountain ($3,000) and 80 percent to Chino Meadows ($12,000). No other entities pay rent.” 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Did the administration offices and water company employees support Mr. Paul 

Levie’s property management activities? 

Yes. According to the Company’s response to DR CM TBH 1.14 and DR GM TBH 1.15 on 

Shared Facilities Allocations, the administration office supports Mr. Paul Levie’s property 

management activities. In addition to the office space, the administrative water company 

employees support Mr. Paul Levie’s property management activities. 

Did Staff research local office space commercial lease/rental information for 

comparative and market prices? 

Yes. Staff researched current leases available in Chino Valley using the website Loopnet on 

November 4, 2014 and May 12, 2015. According to the website, the market rates on an 

annual basis are approximately $7,600 for a space of 756 to 950 square feet space. The 

market price ranges from $8 to $10 per square foot per year. Staff has provided the May 12, 

201 5 information in Exhibit 1. 

Did Staff request information regarding the business office of the Company? 

Yes in DR CM TBH 1.30, Staff requested information regarding the address of the office 

building, owner of the office building and relationship to Mr. Paul Levie, rental agreements, 

number and names of all regulated and unregulated businesses that operate from the building, 

monthly rents for all businesses from the building, actual annual costs and the square footage 

of the building. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did Staff estimate the square footage of the building occupied by the Company’s 

employees allocated to the water companies? 

Yes. Staff estimated that 75 percent of the office space is occupied by the Company’s 

employees allocated to the water companies. Additionally, Staff has allocated this percentage 

through the 4-factor allocation methodoIogy. 

Did Staff allocate a percentage of the square footage of the building to unregulated 

afWiated companies? 

Yes, based upon observation made during the office visits on September 25,2014, December 

10,2014 andJanuary 25,2015. Staff estimated that 25 percent of the office space is occupied 

by the unregulated affiliated businesses as well as the office for Mr. Dewey J. Levie. Staff has 

disallowed this percentage through the 4-factor allocation as shown on Schedule TBH CM- 

19a. 

What did the Company provide for the square footage of the building located at 501 N 

Hwy 89, Chino Valley AZ 86323? 

In response to Staffs DR CM TBH 1.30, the Company stated the building contains 2,280 

square feet. 

What is the lease cost per square foot per year for the building located at 501 N Hwy 

89, Chino Valley AZ 86323 based on the current lease agreement? 

Based on the current annual rent of $15,000 per year for the buildmg contains 2,280 square 

feet, the lease amount per square foot per year is approximately $6.58 per square foot. 
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Q. 

A. 

Q. 
A. 

Based on the market in Chino Valley, Is the amount per square foot per year 

reasonable? Is the amount of square footage used by the regulated companies 

reasonable? 

Yes, the amount per square foot per year is reasonable. However, 25 percent of the buiIding 

is being used by the unregulated affiliated companies as shown on Schedule TBH CM-19a. 

What is Staffs recommendation? 

Staff recommends increasing test year rent expenses by the amount of $12,000, as shown on 

Schedule TBH CM-19b. Staff notes that the combined rent for both Chino Meadows and 

Granite Mountain is $15,000. However, Staff will allocate the rent expense using the 4-factor 

allocation as shown on Schedule TBH CM-19a. 

Operating Income Aguments - Contractual Sentices 

Q. 
A. 

Q. 
A. 

Please describe Staffs reclassification adjustments for Contractual Services. 

Staff reclassified the contractual services expense of $500 for a land survey that is a direct 

expense for Granite Mountain, as shown on Schedule TBH CM-19b. Staff properly allocated 

the land survey as a h e c t  expense on Granite Mountain’s schedules. 

What is Staffs recommendation? 

Staff recommends decreasing test year contractual services expenses by the amount of $500, 

as shown on Schedule TBH CM-19b. 
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Operating Income A8ushents - Transpodation 

Q. 
A. 

Q. 
A. 

Please describe Staff’s reclassification adjustments for Transportation. 

Staff determined that Granite Mountain incurred expenses for Transportation of $1,817 that 

are reclassified in order to be included in the cost allocations as shown on Schedule TBH 

CM-19b. 

What is Staff’s recommendation? 

Staff recommends increasing test yeax transportation expenses by the amount of $1,817, as 

shown on Schedule TBH CM-19b. 

Operating Income A&stzvents - MisceJlaneozu 

Q. 

A. 

Please describe Staffs reclassification adjustments for Miscellaneous. 

Staffs adjustments reflect pro forma corrections for errors made by the Company of $3,397. 

The Company’s original adjustments were to reclassify the interest paid on customer deposits 

from interest expense to miscellaneous expense as shown on Attachment No. 2 Supplemental 

Page 5 for an increase of $554 and to reclassify the bad debt expense from miscellaneous to 

bad debt expense for a decrease of $1,990. The net result of the Company’s pro forma 

adjustments is a decrease to miscellaneous expenses of $1,435, and the Company’s proposed 

expense of $8,848. Staff reviewed the general ledger and determined the total bad debt 

expense was a d y  $4,990, a difference of $3,000. Staff reversed the interest expense 

adjustments made by the Company of $554 and reclassified the collection fees for bad debt 

expenses from miscellaneous expense of $157. The net result of Staffs adjustments for the 

Company’s pro forma adjustments is a decrease of $3,397 as shown on Schedule TBH CM- 

19b. 
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Q. What is Staffs recommendation? 

A. Staff recommends decreasing test year miscellaneous expenses by the amount of $3,397, as 

shown on Schedule TBH CM-19b. 

Disallowances 

Q. Did Staff disallow expenses for Salaries and Wages, Salaries and Wages - Officers, 

Purchased Power, Repairs and Maintenance, Office Supplies, Contractual Services, 

Transportation, Insurance - General Liability, Miscellaneous and Payroll Taxes? 

Yes. Staff disallowed expenses to each of the classifications listed above as shown on 

Schedule TBH CM-19c. Staff will discuss each separately. However, Staff will combine the 

discussions of the adjustments for Salaries, Wages and Payroll Taxes. 

A. 

Operating Income Adjstments - Salaties, Wages and PgmlZ Taxes 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Who are the owners of Chino Meadows? 

Mr. and Mrs. Paul and Rae LeVie. 

In addition to Chino Meadows, do Mr. and Mrs. Paul Levie own any other regulated 

utilities or unregulated affiliates? 

Yes. Mr. and Mrs. Paul Levie own Granite Mountain and Antelope Lakes Water Company, 

and they own numerous unregulated affiliated companies including rental properties. 

Did Staff inquire if employees of the water companies work for any unregulated 

companies of the owners; hours worked per week; and specific employees? 

Yes. Staff requested this information in DR CM TBH 2.12h and DR GM TBH 2.5g. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Direct Testimony of Teresa B. Hunsaker 
Docket No. W-0237OA-14-0231 
Page 32 

Q* 

A. 

Q. 

A. 

Q. 

A. 

What details did Chino Meadows and Granite Mountain provide regatdmg its 

employees that also work for Mr. and Mrs. Paul Levie’s unregulated affiliated 

companies? 

Chino Meadows’ response to Staffs DR CM Tl3H 2.12h stated that the Administrative 

Assistant and Operations Manager positions provided support for Mi. and Mrs. Paul Levie’s 

property management activities. The positions are not paid separately for these activities. 

Chino Meadows estimated that the Administrative Assistant position works up to 2 hours per 

week on property management activities. Chino Meadows estimated that the Operations 

Manager position works up to 4 hours per week on property management activities. Granite 

Mountain’s response to Staff’s DR GM TBH 2.5g stated that the Administrative Assistant 

position provided support for Mr. and Mrs. Paul Levie’s property management activities. The 

positions are not paid separately for these activities. Granite Mountain estimated that the 

Administrative Assistant position works up to 16 hours per week on property management 

activities. 

Did Chino Meadows provide support for the actual amount of labor expense that was 

directly incurred for Mr. and Mrs. Paul Levie’s unregulated affiliated companies? 

No. Chino Meadows did not provide any time sheets that document the amount of time they 

spend working for the unregulated affiliated companies. 

Please describe Staffs disallowance adjustments for Salaries, Wages and Payroll 

Taxes. 

Staff disallowed the salaries, wages and payroll taxes based on the number of hours worked 

by Chino Meadows and Granite Mountain employees for Mr. Paul Levie’s unregulated 

businesses. Staff disallowed $17,444 for salaries and wages; and $1,539 for payroll taxes 

associated with those salanes and wages, as shown on Schedule TBH CM-19c. Staff adjusted 
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the test year salaries, wages and payroll taxes as shown on the Allocations for Salaries and 

Wages Calculation Schedule TBH CM-19f. 

Operating Income A$ustments - Salaries and Wages - Oficers 

Q. 

A. 

Q. 
A. 

Q. 

A. 

What is Chino Meadows and Granite Mountaia proposing for employee salary and 

wages expense for Officers, Directors and Stockholders? 

The Company is proposing $31,7004 and Granite Mountain is proposing $6,000 for the salary 

and wages of the Officers, Directors and Stockholders of the Company. 

Who were the payments paid to? 

Paul D. Levie P.C. 

How many businesses does Mr. Paul Levie operate or lists the business office as 501 

N Hwy 89, Chino Valley AZ 86323? 

According to DR CM TBH 1.30, Mr. Paul Levie operates thirteen businesses. Those 

businesses are: Chino Meadows, Granite Mountain, Antelope Lakes, Eques&an 

Development Corporation, Equestrian Construction, LLC, LL&M Development, LLC, Levie 

-Antelope Lakes Development Inc., CityofPrescott.com U C ,  Paul D. and Rae Levie Living 

Trust, Paul D. and Rae Levie F a d y  Corporation, The Levie Family Foundation, Levie 

Family Limited Partnership, and Levie Realty & Investment LLC. According to DR CM 

TBH 1.30, Mr. Paul Levie’s following businesses are inactive business entities: Paul D. Levie 

Inc., Antelope Lakes Sewer, LLC, Raven Water Company, LLC, and Raven Sewer Company 

LLC. 

4 In response to DR CM TBH 1.26h, Mr. Paul Levie’s total salary is $38,400 in compensation for the test year. However, 
the allocation was $31,700 for Chino Meadows at 84% and $6,000 for Granite Mountain at 16% for a total of $37,700. 

http://CityofPrescott.com
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Does Mr. Paul Levie maintain a time sheet showing the number of hours per day 

spent working for each of his thirteen active business entities? 

No. Mr. Paul Levie does not maintain time sheets that document the amount of time he 

spends each day working on each of his thirteen active business entities. 

Did Chino Meadow or Granite Mountain provide support or documentation to 

support the $31,700 charged to Chino Meadows or the $6,000 charged to Granite 

Mountain? 

No, it did not. 

Did the Company provide an explanation on how the level of salary for Mr. Paul 

Levie’s was determined? If yes, please describe. 

Yes. The Company stated in DR CM TBH 1.26h, “Mr. Levie’s compensation is based on an 

annual salary of $76,800. As a half-time employee for Chino Meadows and Granite 

Mountain. Mr. Levie was scheduled for $38,400 in compensation for the test year.” 

What are Mr. Paul Levie’s duties as described by Chino Meadows? 

The duties are: supervision and management of company personnel; oversight oL company 

operations; provision of strategic direction; review of company financial data including 

payables, receivable, revenue and expenses; provision of legal representation for Company; 

review of payroll and signing of checks; review and authorization of all vendor payments; 

acquisition regulation and oversight of company loans and long-term debts; meeting with 

operations management to review capital program and address operational issues and 

ensuring that proper facilities and equipment are available; development and review of 

company processes and procedures to ensure regulatory compliance; and revision and 
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advisement of Company on manuals such as employee handbook and emergency response 

manual. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

What are the duties of the Operations Manager5? 

The duties are: oversees and runs all daily operations; directs and assists administrative staff 

and field techs; manages day to day operation of the company’s facilities and personnel to 

insure distribution of safe water to customer, provides customer services and compliance 

with regulatory requirements, manages Company’s capital projects, review and authorizes 

vendor payments. 

Did Staff make any adjustment to the total number of hours worked? 

Yes. Staff reviewed the total number of hours worked and given that (1) thirteen businesses 

are operating from the office (2) no time sheets were maintained and no h e  study was 

conducted, (3) some of the duties appeared to duplicate the duties of another employee at the 

office, and (4) some of the time estimated seem high. Staff’s adjusted hours are shown on 

Schedule TBH CM-19g and then adjusted for the additional salary increase of $4,673 for the 

Operations Manager from $50,683 in 2013 to $55,356 in 2014. 

Please discuss Staffs recommended decrease of $17,444 to salaries and wages expense 

for Officers, Directors and Stockholders, adjustment in further detail. 

Staff recommends removing $11,761 in salaries and wages expense for Officers, Directors 

and Stockholders. Staff adjusted the Company’s proposed amount due to M i  Paul Levie due 

to the amount of time Staff was able to identify that Mr. Paul Levie was out of town. Staff 

adjusted one-third of the proposed salary based on the description of Mr. Paul Levie’s duties 

in the Company’s response to DR CM TBH 1.26g. Addtionally, Staff decreased Mr. Paul 

List of duties compiled from original application, responses by the Company to Staffs DR’s CM TBH 1.25, CM TBH 
2.12 and CM TBH 3.7. 
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Levie’s salary due to the increase for Operations Manager from 2013 to 2014. The Company 

provided the information about the increased duties in response to DR‘s CM TBH 2.12 and 

CM TBH 3.7. The Operations Manager salary  in 2013 was $50,683 and in 2014 $55,356 with 

an increase of $4,673. Staff M e r  recommends removing the $4,673 in salaries and wages 

expense for Officers, Directors and Stockholders as shown on Schedule TBH CM-19g Line 

21. Staff decreased the same from the Mr. Paul Levie’s salaries and wages to reflect the 

additional duties and responsibilities of the Operations Manager. Staff further recommends 

that Chino Meadows have available a time study (and underlying detailed time sheets) to 

evidence the amount of dkect labor hours that Mr. Paul Levie spends on activities related to 

Chino Meadow and Granite Mountain for recovery of that expense in future rate cases. 

Q. 

A. 

Did Staff, in a previous rate case, recommend a time study (and underlying detailed 

time sheets) for Mr. Paul Levie? If so, please provide the docket number(s). 

Yes. In Docket No., W-0237OA-10-0519, Staff recommended that Chino Meadows have 

available a time study (and underlying detailed time sheets) to evidence the amount of direct 

labor hours that Mr. Paul Levie spends on activities related to Chino Meadows for recovery 

of that expense in future rate cases. 

Operating Income A&u&enfs - Purchased Power 

Q. 

A. 

Please describe Staffs disallowance adjustments for Purchased Power. 

Staff disallowed the late fees of $46 to Purchased Power, as shown on Schedule TBH CM- 

19c. While this is a s m a l l  amount, ratepayers should not be responsible for any level of Iate 

fees when bills are not paid on a timely basis. Also other late fees were removed as part of 

other adjustments recommended by Staff. 
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Operating Income Aajushzenents - Repars and Maintenance 

Q. 

A. 

Please describe Staffs disallowance adjustments for Repairs and Maintenance. 

Staff disallowed transactions that were not needed in the provision of service such as repair 

material costs to personal residences or rental properties for $124, as shown on Schedule 

TBH CM-19c. 

Operating Income AdJitlstments - Ofice Supplies 

Q. 

A. 

Please describe Staff’s disallowance adjustments for Office Supplies. 

Staff disallowed transactions that were not needed in the provision of services. Staff removed 

$44 for interest and late fees; $1,888 for Mrs. Rae Levie’s cell phone and charges, collect calls, 

Mr. Paul Levie’s international call plan and international calls; $218 for personal meals; $524 

for miscellaneous personal expenses; and $130 for expense outside the test year, as shown on 

Schedule TBH CM-19c. The total adjustment recommended by Staff is a decrease of $2,804. 

Operating Income Adjustments - Contractztai Services 

Q. 

A. 

Please describe Staffs disallowance adjustments for Contractual Services. 

Staff removed $1,232 for legal fees non-recurring related to the office fire, as shown on 

Schedule TBH CM-19c. 

Operating Income Aajudments - Transpodation 

Q. 

A. 

Please describe Staff’s disallowance adjustments for Transportation. 

Staff disallowed transactions that were not needed in the provision of services. Staff removed 

$800 for gas reimbursements of $100 per month for the administrative office employees; 

$2,497 for several unsupported purchases of vehicle tires; $2,229 for out of state gasoline 

purchases for Mr. Paul Levie; and $1,854 for the bulk purchase of 530 gallons of gasoline 

delivered to Mr. Paul Levie’s personal residence, as shown on Schedule TBH CM-19c. 
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Q. 

A. 

Q* 
A. 

Did the Company provide additional information in support of these disallowed 

transportation expenses? 

Yes. The Company stated that it no longer provides the gas reimbursement to employees. 

Staff requested support for the tires in Staffs DR CM TBH 3.4d and the Company stated it 

was unable to locate the requested receipts. According to the Company’s response to Staffs 

DR CM TBH 3.40, the Company stated, “Mr. Levie maintains a bulk fuel tank at his home 

office location. Fuel from the tank is used for Mr. & Mrs. Levie’s vehicles. The Company 

estimates the one-half of the fuel was used for business purposes.” 

What is Staffs recommendation? 

Staff recommends decreasing test year transportation expenses in the amount of $7,380, as 

shown on Schedule TBH CM-19c. 

Operating Income Adjustments - Insurance - General Liability 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Please describe Staffs disallowance adjustments for Insurance - General Liability. 

Staff removed $1,058 for vehicle AZ-1 owned by an unregulated affiliated company per the 

Company’s response to DR CM TBH 1.39, as shown on Schedule TBH CM-19c. 

What is the Company proposing for general - liability insurance expenses? 

The Company proposed $8,964 for the adjusted test year expense. 

Who is insured by the Company’s proposed insurance - general liability policy? 

The Company’s cost for general liability insurance policy includes the following named 

insured as provided in response to Staffs DR CM TBH 1.39: Granite Mountain Water 

Company, Antelope Lakes Water Company, Inc., Wineglass Water Company, Inc., 

Equestrian Construction, LLC (For Automobile Coverage Only) , Equestrian Development 
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Corp., Paul D. & Rae Levie Trust DTD 11 /20/73, Lede-Antelope Lakes Development, Inc., 

LL&M Development, LLC, Levie Family Limited Partnership, and Payette Heights 

Development Corp. 

Q. 

A. 

Q* 
A. 

Did Staff request an explanation about the insurance policy and why it included 

regulated and unregulated affiliated companies and why the policy was paid 

exclusively by Chino Meadows and Granite Mountain? 

Yes. Staff requested in DR CM TBH 2.2, costs for each company, cost of auto insurance, an 

explanation why the General Liability Insurance was billed for and paid by the Company and 

Granite Mountain, requested documentation about reimbursements back to Company and 

the number of years the policy was billed and paid by the Company. The Company stated 

there is no breakdown for each insured due to the blanket policy. 

What is Staff's recommendation? 

Staff recommends decreasing test year expense in the amount of $1,058, as shown on 

Schedule TBH CM-19c. Staffs adjustments reflect the removal of $1,058 of the insurance 

for personal vehicle use costs for an unregulated company. Additionally, the unregulated 

affiliates should obtain a separate policy from the regulated water companies. A separate 

policy would protect ratepayers from insurance cost increases that could result if a non-utility 

vehicle suffered a loss which increased future insurance premiums. 

Operating Income A@ustments - Miscellaneous 

Q. 

A. 

What recommendation is Staff making regarding miscellaneous expenses? 

Staff recommends disallowance of $1,559 for gifts; $683 for food, beverages and similar 

costs; and $60 for donations, as shown on Schedule TBH GM-~OC, for a total reduction of 

$2,301 &om actual recorded test year miscellaneous expense. 
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Nomab~ation 

Q. Did Staff normalize expenses for Salaries and Wages, Office Supplies, Transportation, 

and Insurance - General Liability? 

Yes. Staff normalized expenses to each of classifications listed above as shown on Schedule 

TBH CM-19d. Staff will discuss each separately. 

A. 

Operating Income Adjstments - Salaries and Wages 

Q. 
A. 

Q. 
A. 

Q. 

A. 

What is the Company proposing for employee salary and wages expense? 

The Company is proposing $211,665 for salaries and wages. The amount is composed of 

$179,965 for the actual test year for all employees that include payroll taxes and a $15,0006 

pro forma adjustment to reflect a salary increase. The Company states that $31,700 is for the 

salary and wages of the Officers of the Company. 

What is Granite Mountain proposing for saIaries and wages expense? 

Granite Mountain is proposing $38,942 for employee salaries and wages net of salaries and 

wages for Officers. The amount is composed of $33,942 for actual test year expenses and a 

$5,000’ pro forma salary increase. 

What is the combined pro forma salary and wage increase for both Chino Meadows 

and Granite Mountain? 

The combined pro forma salary and wage increase is $20,000. Chino Meadow has been 

allocated 75 percent ($1 5,000) and Granite Mountain 25 percent ($5,000). 

6 In Chino Meadows’ application, Attachment No. 2 Supplemental Page 4 for Income Statement Adjustment IS-2 the 
total 2014 increase in employee salary is $20,000 with 75% percentage allocated to Chino Meadows. 
7 In Granite Mountain’s application, Attachment No. 2 Supplemental Page 5 for Income Statement Adjustment IS-2 the 
total 2014 increase in employee salary is $20,000 with 25% percentage allocated to Granite Mountain. 
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Q. 

A. 

Q. 

A. 

Are test year expenses representative of average salaries and wages expenses for 

Chino Meadows and Granite Mountain? Please explain. 

No. Chino Meadows test year expenses included two employees hnal paychecks that are 

outside normal salaries expenses, $13,000 bonus for the Operations Manager to adjust pay to 

match responsibilities, $4,000 for other employee bonuses, and several incremental increases 

for the Administrative Assistant and temporary employees. Granite Mountain test year 

expenses included one final paycheck that is outside normal salaries expenses, a $2,500 bonus 

for the retired Administrative Assistant and $1,000 for other employee bonuses. The 

employee for Granite Mountain worked for the Company for 25 years and retired from the 

water companies in October 2013. 

Please discuss Staffs recommended $160,638 for salaries and wages expense and 

$14,179 for payroll taxes in futther detail. 

Staff's adjustments reflect the actual salaries for the Operations Manager and Administrative 

Assistants provided in responses to DRs CM TBH-2.12b, CM TBH 3.7 and GM TBH-2.5g. 

Staffs adjustments reflect the estimated salaries for the two field technicians with increases 

using the information provided by the Company to DR CM TBH 1.25. Based on the 

information provided, Staff determined that $178,082 in salary and wages and $15,718 in 

payroll taxes adjusted for the inclusion of any salary increases as shown on Schedule TBH 

CM-19f Line 7. Staff adjusted the salaries, wages and payroll taxes for the Operations 

Manager and Admintstrative Assistants for hours worked for the unregulated affiliated 

companies as shown on Schedule TBH CM-19f Columns F and G. Staff adjusted the salaries 

and wages to $160,638 and payroll taxes to $14,179 in order to normalize these expenses for 

the test year. 
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Q* 
A. 

Q. 
A. 

Please describe Staff's normalization adjustments for Salaries and Wages. 

Staff normalized salaries and wages by $13,384 based on the current and estimated salaries 

and wages for the five employees of the water companies as shown on Schedule TBH CM- 

19f. Staff determined current and estimated hourly rates and wages based on a regular 40 

hour work week over a calendar year. Staff reclassified the payroll taxes and disallowed the 

salaries, wages and payroll taxes for the hours worked for the unregulated afhliated 

companies to determine the adjusted salaries, wages and payroll taxes for the test year as 

shown on Schedule TBH CM-19d. 

What is Staffs recommendation? 

Staff recommends an increase of $13,834 for the test year salaties and wages expense as 

shown on Schedule TBH CM-lgf, Line 7. 

Operating Income Agustrnents - Ofice Supplies 

Q. 

A. 

Please describe Staffs normalization adjustments for Office Supplies. 

Staff normalized service contract costs for arrangements that extended for more than one 

year. Staff divided the number of years by the total cost. Staff adjusted for the normalization 

of expenses by decreasing operating expenses by $208, as shown on Schedule TBH CM-19d. 

Operating Income Adjsments - Tranpo dation 

Q. 

A. 

Please describe Staffs normalization adjustments for Transportation. 

Staff normalized the vehicle registrations fees by averaging over two years. Staff adjusted for 

the normalization of expenses by decreasing operating expenses by $186, as shown on 

Schedule TBH CM-19d. 
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Operating Income Adjstments - Insurance - General LiabiLp 

Q. 

A. 

Please describe Staffs normalization adjustments for Insurance - General Liability. 

Staff normalized refunds received from the insurance company that applied to general liability 

expense, The refunds reduced the current amount for the general liability insurance. Staff 

adjusted €or the normalization of expenses by increasing operating expenses by $594, as 

shown on Schedule TBH CM-19d. 

Cost Allocations 

Cost Allocations - This adjustment allocates indirect expenses paid by Chino Meadows 

directly to Granite Mountain. Staff recommends use of a 4-factor allocation be utilized by all 

three regulated affiliated water companies (Chino Meadows, Granite Mountain and Antelope 

Lakes) and by the unregulated afhliated companies. 

Q. 

A. 

Q. 

A. 

Has Staff identified additional expenses that should be allocated to the unregulated 

affiliated companies? If so, please explain. 

Yes. Staff iden&ed the following expenses: salaries and wages of $17,444 and payroll taxes 

of $1,539 €or a total o€$18,892 due to the disallowance of hours working for Mr. Paul Levie’s 

property management activities as shown on Schedule TBH CM-19c. 

What is the percentage for Antelope Lakes and Granite Mountain using Staffs 

recommended 4-factor cost allocation? 

Antelope Lakes’ 4-factor allocation is 2.95 percent and Granite Mountain’s 4-factor allocation 

is 26.93 percent, as shown on Schedule TBH CM-19e. 
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Q. 

A. 

Q. 

A. 

What is the percentage for Chino Meadows using Staffs recommended 4-factor cost 

allocation? 

Chino Meadows’s Cfactor allocation is 70.12 percent, as shown on Schedule TBH CM-19e. 

What are the adjustments for cost allocations to Chino Meadows using Staffs 

recommended 4-factor cost allocation? 

Staffs cost allocations net of all adjustments for all thirteen expense categories totahg a 

decrease of $109,821 are as follows: Salaries and Wages decreases by $67,325, Salaries and 

Wages - Officers decreases by $16,788, Purchased Power decreases by $718; Chemicals 

decreases by $94; Repairs and Maintenance decrease by $759; Office Supplies decreases by 

$19,506; Rent increases by $7,889; Contractual Services decreases by $3,252; Transportation 

decreases by $9,509, Insurance - General Liability decreases by $3,304; Insurance - Health 

and Life decreases by $797; Miscellaneous decreases by $5,601; and Payroll Taxes increases by 

$9,942, as shown on Schedule TBH CM-19a. 

Operating Income A@udment No. 6 - Dtpnciation Eqense 

Q. 

A. 

Q. 

A. 

What is the Company proposing for depreciation expense? 

The Company proposed $20,394 for the adjusted test year depreciation expense. 

Is the Company proposing different depreciation rates than those recommended by 

Staff in Decision No. 72896? 

Yes, the Company is proposing to change the pumping equipment rate from 12.5 percent to 

5.0 percent and transportation equipment from 20.0 percent to 15.0 percent as shown on 

Attachment 2 Supplemental Page 8. The Company stated in the application that the current 

depreciation rates caused Pumping Plant and Transportation accounts to become fully 

depreciated even though the underlying plant has sipficant useful life. 
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Q. 
A. 

Q. 

A. 

Q. 
A. 

Does Staff agree with the Company’s proposed depreciation rates? 

No. Staff recommends the depreciation rates as recommended in Table B of the Engineering 

Report. 

Does Staff recommend any modifications to the Company’s proposed depreciation 

expense calculation? 

Yes. Staff calculated depreciation expense by applying its recommended depreciation rates 

(the same rates adopted by the Commission in the prior rate case) to its recommended plant 

balances. 

What is StafPs recommendation? 

Staff recommends $18,885 for depreciation expense, a $1,509 reduction from the Company’s 

proposed amount, as shown on Schedule TBH CM-20. 

Operating Income Aa)stment No. 7 - Pmpeg Tax Eqense 

Q. 
A. 

Q. 
A. 

What is Chino Meadows proposing for Test Year Property Taxes? 

Chino Meadows is proposing $18,670 for the adjusted test year propeag tax expense. 

What is StafPs recommendation for test year Property Tax Expense? 

Staff recommends $17,694 for test year property tax expense, a $976 decrease from the 

Company’s proposed amount, as shown on Schedule TBH CM-21. Staff fuvther 

recommends adoption of its Gross Revenue Conversion Factor (“GRCF”) that includes a 

factor for Property Tax Expense, as shown on Schedule TBH CM-2. 
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Operating Income A&stment No. 8 - Income Taxes 

Q. 

A. 

Did Staff make an adjustment to test year Income Tax Expense? 

Yes. Staff applied the statutory state and federal income tax rates to Staffs test year taxable 

income. Income tax expenses for the test year and recommended revenues are shown on 

Schedules TBH CM-13A and TBH CM-13B. 

IX. NOTES RECEIVABLE AND NOTES PAYABLE 

Note.r/Accounts Receivable to Associated/Afil.ated Companies 

Q. 

A. 

Q. 

A. 

Q. 
A. 

During the course of the current audit, did Staff find that Chino Meadows loaned 

funds to Associated/Wated Companies? 

Yes. 

Did Staff request additional information from the Company about Notes and Account 

Receivable from Associated/Affiliated Companies? 

Yes, in DR CM TBH 1.33. 

What information was provided by the Company is response to DR CM TBH 1.33? 

The Company’s response to DR CM TBH 1.33 included a schedule of the amounts due from 

the afhliated companies and the amounts due through December 31, 2014*. The amounts 

due are as follows for the test year: Antelope Lakes Water $1,385, Desert Snow Construction 

on behalf of Mr. Paul Levie $16,067, PDL Zoo& on behalf on Mr. Paul Levie’s son, Mr. 

Daniel Levie $104, and PDL Inc. on behalf of Mr. Paul Levie $1,500. The total is $19,056. 

8 Staff requested a detailed schedule by month from January 2010 to December 31,2013. Company provided detailed 
schedule through December 31,2014. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Did the Company explain the receivable due from Antelope Lakes at the end of the 

test year? 

Yes. The Company’s response to DR CM TBH 1.33b stated with regards to the Antelope 

Lake Water balance that “The balance is not a receivable in a txaditional sense. The balance 

would be properly characterized as an intercompany balance, similar as to what would be 

recorded between a parent holding company and utility subsidmy companies or between 

utility subsidmy company when cash is transferred from one utility subsidiary to the parent 

holding company or another utility subsidiary and vice versa. Antelope Lakes is not required 

to make any payments to Chino Meadows. Should Antelope Lakes provide funds to or on 

behalf of Chino Mountain9, the intercompany balance would be reduced. The balance at the 

end of the test year was $2,230.”’0 

Based on the information provided in DR CM TBH-1.33b, what detailed information 

was provided for the increase to the December 31,2014 balance of $2,230 for Antelope 

Lakes? 

The detailed information provided four monthly transfers due totaling $785 and one check to 

APS for $60. The total loan to Antelope Lakes increased by $845. 

Did the Company explain the receivables due from Mr. Paul Levie and family 

members in response to DR CM TBH 1.33b? 

Yes. The Company stated that the amount for Desert Snow Construction was funds 

advanced to Mr. Paul Levie for a waterline serving property owned by Mr. Paul Levie. The 

property is not associated with any of the water utilities owned by Mr. Paul Levie. The 

advances to PDL Zooki were on behalf of Mr. Paul Levie’s son Daniel. The Company’s 

There is no Chino Mountain perhaps the Company meant Chino Meadows 
I O m  . s is the balance due on December 31,2014. Staff determined that $1,385 was due at the end of the test year. 
Additional receivable were incurred in 2014 of $845.18. 
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response states the balance is due and payable upon demand by Chino Meadows. The 

advances to hh. Paul Levie represent funds due for personal uses. The Company's response 

states the balance is due and payable upon demand by Chino Meadows. 

Q. What is Staff's recommendation? 

A. Staff recommends that these considerations be incorporated as a part of the Code of Affiliate 

Conduct. Further, Staff is recommending that the Company make due and payable upon 

demand all balances due to the regulated water companies within in one year from the 

Decision in the rate case. Staff futther recommends that the Company cease making any 

further personal loans or advances with Company funds. 

Notes/Accotmt.r Pgable to Asso&ated/AfiLiated Companies 

Q. 

A. 

Q. 

A. 

Q. 
A. 

During the course of the audit, did Staff find that Chino Meadows received funds 

from Associated/Affiliated Companies? 

Yes. 

Did Staff request additional information from the Company about Notes and Account 

Payable to Associated/Affiliated Companies? 

Yes, in DR CM TBH 1.34. 

What information was provided by the Company is response to DR CM TBH 1.34? 

The Company's response to DR CM TBH 1.34 included a schedule to the amounts due to 

affiliated companies and the amounts payable through December 31, 2013. The payable 

amounts due are as follows for the test year: PDL - Mr. Paul Levie $5,000, Equestrian 

Construction, LLC $11,609, Granite Mountain Water Company - GMWC $19,891. The total 
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is $36,500. The Company stated that the amount due to Equestrian Construction, LLC was 

recorded in error. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Did the Company explain the payables in response to DR CM TBH 1.34b? 

Yes. The Company stated the following: Payable to PDL (Paul D. Levie) of $5,000; Payable 

to Equestrian Construction was recorded in error; and the Payable to Granite Mountain of 

$19,891 for various expenses. The Company states that “2234.01 - Due to PDL (Paul D. 

Levie) - This account represents funds paid on behalf of Chino Meadows by Mr. Levie. The 

payments were related to fire loss expenses incurred in January 2012. The balance at the end 

of the test year was $5,000.00.” 

Based on the information provided in DR CM TBH-1.34b, what detailed information 

was provided about the Payable to PDL (Paul D. Levie) for $5,000? 

Staff reviewed the general ledger provided by the Company in response to Staffs DR CM 

TBH 1.3. The payable is for $5,000 for a payment to Blain Hayes - Ask my Accountant 

(Check no. 6343). The payment was expensed to the below the line item expense category 

4426.01 - Miscellaneous Non-Utility Expense. This expense was not reviewed for rate 

making purposes. However, a journal entry removed it from a notes receivable to a notes 

payable. The information provided by the Company conflicts with the information in the 

general ledger. 

What did Staff conclude about the payment of $5,000 to Blain Hayes and the 

Company’s classification to Notes Payable? 

Staff concludes that the expense is properly categorized as a below the line item expense and 

therefore funds from Mr. Paul Levie as a Notes Receivable. 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

Did the Company provide the specific authorization by the Commission for any 

indebtedness in response to DR CM TBH 1.34c? 

No. The Company states “The entries and balances in this account do not denote long-term 

indebtedness. Accordingly, the Company has not requested authorization by the Arizona 

Corporation Commission for indebtedness payable at periods of more than twelve months 

pursuant to ARS 40-301-B for an entry or balance in this account.” 

Does Staff agree with the Company’s response to Staffs DR CM TBH 1.34b? 

No. Staff does not agree with the Company. The Company should obtain the Commission 

approval to incur debt pursuant to A S  5 40-30143. 

What is Staffs recommendation? 

Staff recommends that these considerations be incorporated as a part of the Code of Affiliate 

Conduct. Further, Staff recommends that the Company pay all balances due within 24 

months of the Decision in this case. Staff further recommends pursuant to A.R.S. s40-301-B, 

that the Company obtain specific authorization by the Commission for indebtedness payable 

at periods of more than twelve months. Staff further recommends that the Notes Payable to 

PDL (Paul D. Levie) for $5,000 be reclassified as a Notes Receivable due from PDL (Paul D. 

Levie) . 

X. RATEDESIGN 

Pent  Rate Design 

Q. 

A. 

Please provide an overview of the Company’s present rates. 

Present, Proposed, and Staff Recommended rate design are presented in Staffs Direct 

Testimony Schedule TBH CM-24. The present rates went into effect March 1, 2012. There 

is one meter size presently in use in the system: 5/8 x 3/4-inch. The 5/8 x 3/4-inch meter 
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has a three-tiered commodity rate structure with break-over points at 3,000 and 8,000 gallons. 

The tier rates are $2.40, $3.20 and $4.20 with a monthly minimum of $17.75. 

Con-gan_y’s Pmposed Wafer Rate Design 

Q. 

A. 

Q. 

A. 

XI. 

Q. 

A. 

Please provide an overview of the Company’s proposed rate increases. 

The Company proposes to maintain the existing break-over points for all meter sizes and 

increases the commodity tier rates from $2.40 to $3.50 (a 45.8 percent increase) for the first 

tier, from $3.20 to $5.10 (a 59.4 percent increase) for the second tier and from $4.20 to $6.50 

(a 54.8 percent increase) for the third tier. Minimum Monthly charges are proposed to 

increase from $17.75 to $23.00 (29.6 percent increase) for the 5/8 x 3/4-inch meter. 

,I 

Did the Company propose any changes to Service Line and Meter Installation 

Charges? 

Yes. Staff has reviewed the 

Company’s proposed service line and meter installation charges and recommends approval of 

those charges, as shown on Schedule TBH CM-24. 

The Company proposes an increase to each meter size. 

STAFFS RECOMMENDED WATER RATE DESIGN 

Please provide a description of Staff’s recommended rate design. 

Staff recommends no increases in the minimum monthly charge for any of the meter sizes. 

Staff recommends that the monthly minimum for the 5/8 x 3/4-inch of $17.75 remain in 

effect. Staff recommends maintaining the break-over points contained in present rates for 

the smaller meter sizes. Staff recommends no increase to any of commodity rates in the three 

tiers. First tier commodity tier rate would remain at $2.40 per 1,000 gallons. Second tier 

commodity tier rate would remain at $3.20 per 1,000 gallons. Third tier commodity rates 

would remain at $4.20 per 1,000 gallons. Staffs recommended rates would result in no 
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change for the typical residential 5/8 x 3/4-inch meter bill with a median usage of 3,469 

gallons at $26.45. Staffs recommended rates are shown in Schedule TBH CM-24A and the 

typical bill analysis for 5/8 x 3/4-inch meter customers is shown in Schedule TBH CM-25A. 

Staf" Alternative Recommendation 

Q. 

A. 

Please provide a description of Staffs recommended rate design for Staffs Alternative 

Recommendation. 

Staff recommends decreases in the minimum monthly charge for all meter sizes. Staff 

recommends that the monthly minimum for the 5/8 x 3/4-inch of $13.75. Staff recommends 

maintaining the break-over points contained in present rates for the smaller meter sizes. Staff 

recommends a decrease to commodity rates in all three tiers. First tier commodity tier rate 

would decrease by $0.40 (16.67 percent) from $2.40 per 1,000 gallons to $2.00 per 1,000 

gallons. Second tier commodity tier rate would decrease by $0.20 (6.25 percent) from $3.20 

per 1,000 gallons to $3.00 per 1,000 gallons. Third tier commodity rates would decrease by 

$0.20 (4.76 percent) from $4.20 per 1,000 gallons to $4.00 per 1,000 gallons. The typical 5/8 

x 3/4-inch meter bill with a median use of 3,469 gallons would decrease by $5.29 (20.01 

percent) from $26.45 to $21.16. Staffs recommended rates are shown in Schedule TBH CM- 

24B and the typical bill analysis for 5/8 x 3/4-inch meter customers is shown in Schedule 

TBH CM-25B. 
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Q. Did Staff prepare schedules showing the average and median monthly bill for present 

rates, Company’s proposed and Staffs recommended and alternative rates? 

Yes. Staffs Direct Testimony Schedules presents Staffs recommended rates on TBH CM- 

25A and Staff’s Alternative Recommendation on TBH CM-25B. These schedules present the 

average and median monthly bill for present rates, Company’s proposed rates and Staffs 

recommended rates for each alternative recommendation. 

A. 

XI. SERVICE CHARGES 

Q. 
A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did the Company propose any changes to Other Service Charges? 

Yes. The Company proposes an increase to Reconnection (Delinquent) from $30.00 to 

$35.00 and Meter Test (if correct) from $20.00 to $30.00. 

Does Staff recommend the changes proposed by the Company to Other Semice 

Charges? If no, please explain. 

No. Staff recommends the Reconnection (Delinquent) charge remain at $30.00. Staff 

recommends the Meter Test (if correct) increase from $20.00 to $25.00. Consumer Services 

will test meters for the Company at no charge. 

Please provide a description of Staffs recommended Water System Service Charges. 

Staffs recommended water system service charges are shown in Schedules TBH CM-24A and 

TBH CM-24B. 

What is StafPs recommendation? 

Staff finds all the Company proposed Service Charges align with customary charges for 

similarly sized companies. Staff recommends the Reconnection (Delinquent) charge remain at 

$30.00 and the Meter Test (if correct) increases from $20.00 to $25.00. 
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Q. 
A. 

Does this conclude your testimony? 

Yes, it does. 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,ZOW 

Schedule TBH CM-lA 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Zurrent Rate of Return (L2 / L1) 

Required Operating Income (L3 * L1) 

3perating Income Deficiency (J2 - L2) 

Jross Revenue Conversion Factor 

icrease (Decrease) In Gross Revenue 

idjusted Test Year Revenue 

'roposed Annual Revenue &7 + L8) 

iequired Increase/(Decrease in Revenue) (%o) 

* L5) 

(L8/L9) 

[A] 

COMPANY 

$171,398 

($26,998) 

-15.75% 

$74,604 

$101,603 

1.3682 

$139,014 

$358,364 

$497,378 

38.79% 

L 

STAFF 

3 135,36' 

$56,754 

41.939 

$56,75, 

$0 

1.3470 

$0 

$357,981 

$357,98! 

o.ooo/ 

References: 
Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column PI: Staff Schedules TBH CM-2, TBH CM-3,& TBH CM-13A. 
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Test Year Ended December 31,ZOW 

Schedule TBH CM-1B 

- 
LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 - 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss)  

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

3perating Income Deficiency (L5 - L2) 

Sross Revenue Conversion Factor 

lncrease (Decrease) In Gross Revenue (L7 * L6) 

9djusted Test Year Revenue 

?roposed h u a l  Revenue (L8  f L9) 

iequired Increase/(Decrease in Revenue) (YO) 

References: 

‘L9) 

-7 
COMPANY 

$171,398 

($26,998) 

-15.75% 

43.53% 

$74,604 

$1 01,603 

1.3682 

$139,014 

$358,364 

$497,378 

38.79% 

PI 

STAFF 

$135,369 

$56,754 

41.93% 

10.00% 

$13,537 

( $ W  1 8) 

1.3470 

($58,212) 

$357,985 

$299,772 

-16.26% 

Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column [B]: Staff Schedules TBH CM-2, TBH CM-3, & TBH Chf-13B 



Chino Meadows I1 Warer 6, Inc. 
Docket No. W-0237OA-144231 
Test Year Ended December 31 2013 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 

Schedule TBH CM-2 

DESCRIPTION 

Glcwlnhon o f  Gmrr Rnrnwr Canunron Factor 
R N ~ U C  
Uncollcciblc Factor @IC 11) 

Combined Fcdcul and State Incomc Tax and Propcry Tax Rate +e 23) 
Subtotal (I3 - L4) 
Revenue Conversion Factor (Ll / IS) 

Rcvenues(L1-U) 

7 
8 
9 
10 
11 

C a L n k  of UnmLfedt& Focior 1 1 
unlv 
Combincd Fcded nnd State Tax Ratc (Linc 17) 
Onc Mnm Combined Incomc Tax Rate (L7 - LE) 
unconccoblc Rate 
Uncollccnblc Factor (L9 * L10) 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

C & k  ~ E f f i  Ter F h k  
Opcullng Income Bcforc T m r  (Anzona T d k  I-c) 
Anzonn State In- Tax Rate 
Fcded  Taxable Income (LIZ - L13) 
Apphcablc Fcdernl Income Tax Rate (hnc 53) 
Effaovc Fcdud Income Tax Rate (L14 * L15) 
Combed  Fcdernl and Statc Income TPX Rate (Ll3 + Ll6) 

CnLn&on of E b  TUY F e  
Umty 
C&cd Fcdcrnl and Sute  hcomc Tax Rnte (L17j 
One h u s  Combmed Incomc Tax Fate (L18 - L19) 
Propeltg Tax Factor 
Efftctlvc Propeq Tax Fact01 (L20 * L21) 
Combmcd Fcdeul Md State Inonnc Tax and Propcq Tax Ratc (L17 + UZ) 

R-cd Opcunng Income 
AdpstedTnt Yenr O p m g  Incomc (Loss) 
Rcquucd Increasc m Opcuung Income (LZ4 - U5) 

Income Taxes on Recommended Rcvcnue (Col [C], L52) 
Incomc Taxa on Test Ycpr Rcvcnuc (Col [A], L52) 
Reqrnnd h c w e  rn Rcrpluc to Pmwdc for Incomc T m s  (LZ7 - LZ8) 

Recommended Rennuc Rqummcnt 
Undcchbc  Rate + 10) 
Uncolllcctl%lc Expcnsc on Recommended Rcvcnuc 
+ted Test Yenr UncoUcctlble Sxpensc 
Rcquucd Incrc~se m Revcnuc to Pmwde fox Uncollcctlblc Exp (L32 - L33) 

Propmy Tax wth Rccommmdcd Revermc 
Pmpcrty TPX on Test Yenr Revenue 
h a a s e r n  Propcxy T a x h  to Increase m Revenue (L35 - us) 
Total Rcqwed I n a w e  m Rcvcnuc (LZ6 + LZ9 + L34 + L37) 

* U1) 

C & h  dInwmc Tnr 
Rcvsluc 
Opcrnung Expenses Exdudmg Income Tax- 
Spnchmnucd Interest (L56) 
Armma T d l c  Income (I39 - L40 L41) 
Anzonn State Incomc Tax Rntc 
Anwm Income Tax (L42 * L43) 
Fcdcul Taxable Incomc (L42 - L44) 
Fcdcrnl Tax on Flnt Incomc Buckct ($1 - ISOpM) @ 15% 
Fedcrnl Tax on Saond Incomc Buckct ($51,001 - $75,000) @ 25% 
Fcdcul Tax on I k d  Income Buckct ($75,001 - $lOO,ooO) @ 34% 
Fcdcul Tax on Folurh Incom~ Buckct ($100,001 $335,000) @ 33% 
Fedcul Tax on Fifth Incomc Brackct ($335,001 - $lO,ooO,OOO) @ 34% 
Total Federal Incomc Tax 
C o m h d  Fedeul and Sfptc Income T a  (L44 + L51) 

A p p h d k  Fcdcul Incomc Tax Ratc (Col [C], LS1 - Col [A], LSl] / [Col IC], L45 Col [A], IA5) 

C&&m d I n h r t  S m h n z d o n  
RateBasc 
Wqhted Avcragc C a t  of Debt 
sp- Interest (L45 * L46) 

Test Year and Staff StdTAhanatiVe 
Recommendation 1 1  Re'-m-z7; $357,985 ($58,213) ( 1 ~ 4 5 ) p  

73,411 16,943 
6 Wh 

4,751 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Schedule TBH CM-3 

I + 

- 
JNE 
NO. 
- 

1 
2 
3 

4 

6 
7 
8 

9 

10 

12 

13 

(963,649) 

10,406 

DESCRIPTION 

3 

1,2 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Advances in Aid of Construction (AMC) 

Contributions in Aid of Construction (CMC) 
Less: Accumulated Amortization 

Net CMC 

Total Advances and Contributions 

Customer Deposits 

ADD: Worhnp Chital 

Cash Working Capital Allowance 

Total Rate Base 

5,952 

0 

(15,699) 

[A] 
COMPANY 

AS 
FILED 

8 

$843,924 
670,573 

$173,351 

$13,219 

31,478 
1 1,005 

$20,473 

33,692 

11,740 

43,479 

$171,398 

IB1 d AD USTMENTS NO. 

I I 

References: 
Column [A], Company Application - Attachment No.1 Supplemental Page 1 
Column PI: Schedule TBH CM-4 
Column [C]: Column [A] + Column p3] 

Ccl 
STAFF 

AS 
WJUSTED 

$795,910 
636,937 

$158,973 

$9,571 

41,884 
11,810 

$30,074 

39,644 

11,740 

27,780 

$135,369 



8 -  0 

g o  0 

0 0  oc * 

g o  o c  



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-144231 
Test Year Ended December 31,20l3 

.INE 
NO. 

Schedule TBH CM-5 

COMPANY STAFF STAFF 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

CIAC, Unsupported Plant Treated as CIAC $0 $4,276 $4,276 
0 192 192 Amort of CIAC, Unsupported Plant Treated as CIAC 

[A1 Pl 1c1 
I 1 1 1 1 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

TOTAL. UNSUPPORTED PLANT $42,759 $42,759 

References : 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.2 - 6.3 
Column PI: Testimony, TBH 
Column [c] Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31,2013 

Schedule TBH CM-6 
Docket NO. W-0237OA-14-0231 

LINE 
NO. 

1 
2 

COMPANY STAFF STAFF 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

so 56,130 S6.130 
0 6,130 6.1 30 

CL4C for 2012 Plant Addioon, Acct KO 340 1 - Computers & Software Offset by Insurance Proceeds 
Total CL4C on Acct No 340 1 -Computers B: Softaare from Insurance Proceeds 

4 I :  , 1 0 1  613 I 613 I o iota Amomzauon or LLAL 
1 7 1  

1 01 0 1  0 Company Proposed Amort of CIAC Related to Insurance Proceeds for Fire 

, . . . -.^_.- 01 613 I 613 Amort. Of CIAC on Insurance Proceeds for Computers B: Software 

1 $01 $5,517 1 $5,517 

10 
1 1  
12 
13 
14 
15 
16 
17 

References: 
Column [A]: Company Applicauon - Attachment No. 1 Supplemental Page 6.4 
Column [s]: Testimony, TBH 
Column [q: Column [A] + Column [s] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,ZOU 

LINE 
NO. 

1 
2 
3 

Schedule TBH CM-7 

COMPANY STAFF STAFF 
DESCRIFTION AS FILED ADJUSTMENTS AS ADJUSTED 

$13,219 $0 $1 3,219 2013 Deferred Credits, Acct No. 252 - Advances in Aid of Construction 
2013 Deferred Credits, Acct No. 252 - Advances in Aid of Construction Payments Due Customers 0 (3,649) (3,6491 

Total AIAC paid in 2014 for 2013 refunds due customers $13,219 ($3,649) $9,511 , 
References: 
Column [A]: Company Application - Attachment No. 1 - Supplemental Page 2 
Column [B]: Tesbony, TBH, Company's response to DR's CM TBH 1 .I 8 and CM TBH 2.10. 
Column [C]: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,20W 

Schedule T B H  CM-8 

r RATE BASE ADJUSTMENT NO. 4 - RECLASSIFYAND PLANT ADDTTIONSTO APPROPRIATE CLASIFJCATIONS &Q . 

I LINE I I COMPANY1 STAFF I STAFF ~~~ ~ 

NO. DESCRIPTION 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Acct No. 307 - Wells &Springs 
Acct No. 320 - Water Treatment Fquipment 
Acct No. 320.2 - Soluntion Chemical Feeders 
Acct No. 330 -Distribution Reservoirs & Standpipes 
Acct No. 330.1 - Storage Tanks 
Acct No. 330.2 - Pressure Tanks 
Acct No. 331 - Transmssion & Distribution Mains 
Acct No. 340 - Oftice Furniture &Equipment 
Acct No. 410.1 - Computers &Software 
Acct No. 346 - Communication Eauioment 

AS FILED 

51,684 

304,674 

10,107 
25,929 

9,346 

ADJUSTMENTS I As ADJUSTED 
$539 I 527,987 

(6,4Q6) 0 

(51,684) 0 
6,406 6,406 

36,415 36,415 
15,269 15,269 

268 304,942 
6,534 15,880 

494 10,601 
(3,121) 22,808 . ,  1 1  

11 Acct No. 347 - Miscellaneous Equipment 3,975 3,975 
12 TOTAL PLANT RECLASSIFICATIONS 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 I" .. 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

References: 
Column [A]: Company Application -Attachment No. 1 Supplemental Page 6.2 - 6.5 
Column PI: Testimony. TBH, Company Data Request Responses 
Column [q: Column [A] + Column p] 



. 

[A] PI [Cl 

($9,346) $0 

COMPANY STAFF STAFF LINE 
NO. DESCRIPTION As FILED ADFSTMENTS AS ADJUSTED 

1 Acct No. 340 - Office Furniture & Equipment $9,346 
2 Acct No. 341 - Transportation Equipment 96,569 (40,749) 55,820 
3 Acct No. 346 - Communication Equipment 25,929 (5,608) 20,321 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Schedule TBH CM-9 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Office Computer 1,950 
Fax Machine 12c 
Book Case 101 

2000 Ford Ranger 5,35( 
4,101 

1975 Ford Water Truck 7,50( 
Pre 1995 - Unidentified Vehicles 

Printer 10' 
Laser Printer 472 

Caselle Support 660 
CPU Backup 103 

Network Router 87 
Memory Cards 281 

Total Communication Equipment $5,608 
Memory Cards 444 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.1 - 6.5 
Column p]: Testimony, TBH 
Column [C]: Column [A] + Column [B] 



* * 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3% 20U 

LINE 
NO. 

Schedule TBH CM-10 

COMPANY STAFF STAFF 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

I ... * 
* r,' J; .. RATE BASE ADJUSTMENT NO. 6 - REMOVAL OF PLANT ADDITIONS '- . ' "+ L 

1 Acct. 345 Power Operated Equipment Unsupported Non-Company Use $31,461 ($1,000) $30,461 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.5 
Column [B]: Testimony, TBH 
Column [c] Column [A] + Column [B] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,20U 

LINE COMPANY 
NO. DESCRIPTION AS FILED 

1 Accumulated Depreciaaon $670,573 

Schedule TBH CM-11 

STAFF STAFF 
ADJUSTMENTS AS ADJUSTED 

- ($33,636) $636,937 



L 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

I 
,INE COMPANY STAFF 
VO. DESCRIPTION AS FILED ADJUSTMENTS 

Schedule TBH CM-12 

STAFF 
AS ADJUSTED 

1 Cash Working Capital Allowance 5643,479 

Operation & Maintenance* $214,330 

$26,791 

$23,723 

$989 

Multiplied by x 1/8 

Purchased Power & Purchased Water 
Multiplied by X 1/24 

($15,699) $27,780 

Total Cash Working Capital Allowance $27,780 

* Less depreciation, taxes, purchased power and purchased water 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 7 
Column @3]: Testimony, TBH, Company Data Request Responses 
Column [C] Column [A] + Column p] 



Chino Mea ws I1 Water Co., In Schedule TBH CM-l3A 
Docket No. W-02370A-14-0231 
Test Year Ended December 31.20U 

I .%, -? > 
8 %' ', OPERATING INCOME - TEST YEAR AND STAFF'S RECOMMENDATION-. 

LINE 
- m 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 - 

DESCRIPTION 

EVEAWES: 
Metered Water Sales 
Water Sales - Unmetered 
Other Opemting Revenues 
Total Revenues 

W E N S E  S: 
Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Senices 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. C o w .  ET. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 
Total Operating Expenses 

Operating Income (Loss) 

liZ1 

COMPANY 
TEST YEAR 
AS FILED 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,152 

8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972: 

$385,362 

($26,998' 

(1: 

Referenw. 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column [B]: Schedule TBH CM-14 
Column IC]: Column [A] + Column [B] 
Column PI: Schedules TBH CM-1A and 'IBH C1M-2 
Column [E]: Column IC] + Column ID] 

IC] 
STAFF 

TEST YEAR 
As 

AqrUSTED 

5345,620 
0 

12,365 
$357,985 

$112,640 
14,912 

0 
40 

23,683 
331 

8,140 
1 1,088 
8,205 
4,828 
7,889 

15,243 
5,660 
1,870 

445 
15,000 
3,247 
4,833 

18,885 
0 

11,694 
9,942 

16,656 

$301,230 

$56,754 

(1' 

[E] 

STAFF 
RFCOMMENDEI: 

$345,620 
0 

12,365 
$357,985 

$1 12,640 
14,912 

0 
40 

23,683 
331 

8,140 
11,088 
8,205 
4,828 
7,889 

15,243 
5,660 
1,870 

445 
15,000 
3,247 
4,833 

18,885 
0 

17,694 
9,942 

16,656 

$301,230 

$56,754 

(1 



4 

[nj 

STAFF 
TESTYEAR 

ADJUSTMENTS 

$0 
0 

(379) 
($379) 

($67,325) 
(16,788) 

0 
0 

C/w 
(94) 

(759) 
(19,506) 
(3,252) 

31 
7,889 
(9,509) 
(3,304) 

(797) 
0 

1,667 
(5,601) 
2,843 

0 
(976) 

9,942 
23,628 

0 
($84,132) 

$83,752 

(L509) 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-02370A-14-0231 
Test Year Ended December 31,20l3 

AD] 
HQ 

1 

5 
5 

5 
5 
5 
5 
5 
2 

5 
5 
5 
5 

3 

5 
4 

6 

7 
5 
8 

Schedule TBH CM-UB 

* * A  OPERATING INCOME - TEST YEAR AND STAFF'S ALTERNATIVE RECOMMENDATION * Y 

- 

ANI 
- 

1 
2 
3 
4 
5 
6 
7 
8 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

9 '  

- 

DESCRIPTION 

EVENVES: 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 
Total Revenues 

IxpEnTTEsr 
Salaries and Wages 
S h e s  and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Senices 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Ihpmse 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 
Total Operating Expenses 

Onerating Income (Loss) 

IA] 

COMPANY 
TEST YEAR 
AS FILED 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972: 

$385,362 

($26,998) 

(1' 

References: 
Column [A]: Company Applicaaon - Attachment No. 2 Supplemental Page 1 
Column PI: Schedule TBH CM-14 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules 'lBH CM-1R and TBH CM-2 
Column [E]: Column [C] + Column p] 

STAFF 
rEST YEAR 

As 
ADIUSTED 

$345,620 
0 

12,365 
$357,985 

$112,640 
14,912 

0 
40 

23,683 
331 

8,140 
11,088 
8,205 
4,828 
7,889 

15,243 
5,660 
1,870 

445 
15,000 

4,833 
18,885 

0 
17,694 
9,942 

16,656 

$301,230 

$56,754 

3,247 

(1) 

.w 
STAFF 

RECOMMENDEI: 
CHANG ES 

($58,213: 
0 
0 

($58,213: 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

V90) 

(959) 
0 

(13,251) 
4 

($1 4,9962 

($43,217') 

STAFF 
RECOMMENDED 

$287,407 
0 

12,365 
$299,772 

$1 12,640 
14,912 

0 
40 

23,683 
331 

11,088 
8,205 
4,828 
7,889 

15,243 
5,660 
1,870 

445 
15,000 
3,247 
4,043 

18,885 
0 

16,734 
9,942 
3,406 

3 
$286,234 

$13,537 

8,140 
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4 

LINE 
NO. 

1 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-OU70A-14-0231 
Test Year Ended December 31,2013 

STAFF 
COMPANY ADJUSTMENTS STAFF 

DESCRIPTION AS FILED (Col C - COI A) AS ADJUSTED 
Surcharge - Other Revenue 812,744 ($379) $12,365 

Schedule TBH CM-15 

References: 
Column [A]: Chino Meadows general ledger provided in DR CM TBH 1.3 
Column p]: Testimony 
Column [CJ: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

COMPANY STAFF LINE 
NO. DESCRIPTION As FILED ADJUSTMENTS 

$4,791 $37 

Schedule TBH CM-16 

STAFF 
As ADJUSTED 

$4,828 1 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column [B]: Testimony, TBH, Engineerkg Report 
Column [C]: Column [A] + Column [B] 

Water Testing 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

r STAFF 
LINE COMPANY ADJUSTMENTS 
NO. DESCRIPTION AS FILED (Col C - Col A) 

1 Rate Case Expense 913,333 $1,667 

Schedule TBH CM-17 

STAFF 
AS ADJUSTED 

$15,000 

9 
10 

I Rate Case I Staff Adjusted I I Normalizeover 1 

GraniteMountain 10,000 I 30,000 I 20,000 I 6,667 
Total I $50,000 I $75,000 I $25,000 I $8,333 

Company I Expense as filed I Rate Case Expense I Difference I 3 years 1 7 1  8 ChinoMeadows I $40,000 I $45,000 I $5,000 1 $1,667 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemend Page 1 
Column [B]: Testimony, DR'S CM TBH 1.5 Supplemental & CM TBH 2.5 
Column [C]: Column [A] + Column @3] 



~ _ _  ~ 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Schedule TBH CM-18 

[A1 PI [C] 

LINE COMPANY STAFF STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS As ADJUSTED 

1 Bad Debt Expenses $1,990 $2,843 $4,833 
2 
3 
4 
5 
6 Reclassification 
7 $3,000 
8 
9 Total adjustment $2,843 

To correct for bad debt expenses included in miscellaneous expenses 
To adjust for bad debts recovered and collection fees included in miscellaneous expenses (1 57) 

Test Year Revenue $358,364 

Average Write-off Rate 1.3486% 

Notes: Company included in Misc expenses. Staff reviewed the last four years of actual bad debt expenses. The CompanJ 
stated that the total was an typo error ($3,000). The amount appears to be reasonable. 

2010 4,687.50 
2011 5,484.76 
2012 4,017.55 
2013 4,832.79 





Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

I N E  COMPANY 
NO. DESCRIPTION AS FILED 

Salanes and Wages 61 79,965 

T B H  Ch 

STAFF STAFF 
ADJUSThiENTS AS ADJUSTED 

($1 5,718) $1 64,247 

19b 

Salanes and Wages - Officers 
Purchased Power 
Chemcals 
Repaus and Mamtenance 

Rents 
Contractual Smices 
Transportauon Eyenses 

Insurance - Health and Lfe 

Payroll Taxes 

Of6ce Supphes & Expense 

Insurance - General Labhty 

M~scellaneous Expenses 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

31,700 0 
24,401 0 

425 0 
8,899 1,281 

30,594 (12,000) 
0 12,000 

11,457 (500) 
24,752 1,817 
8,964 0 
2,667 0 
8,848 (3,397) 

0 15,718 

Repairs and Maintenance 

Amount ongmdy booked to Gratute Mountam to be induded in the cost pool 1,820 

Office Supplies & Expense 

To reclass expense to plant ($539) 

Rent - Msdasafied as Office Supplies (512,000) 

$1,281 

($12,ooO) 

31,700 
24,401 

425 
10,180 
18,594 
12,000 
10,957 
26,569 
8,964 
2,667 
5,451 

15,718 

Rents 

)Paydl  Taxes 1 

Contractual Services 
Survey for G m t e  Mountam Well No 6 Site ($500) 

Transportation Expenses 
Amount ongmally booked to Gratute Mountam to be induded in the cost pool $1,817 

I Payroll taxes included as salaries and wages - Schedule TBH CM-I 9f Line 7 $15,718 I $15,718 

$500 ( ) 

$1,817 

Miscellaneous Expenses 
To correct for bad debt expenses mcluded in mscellaneous expenses 
Adjustment - Less Secunty Deposits Correchons 

($3,000) 
(554) 
157 To adjust for bad debts recovered and collecaon fees included in mscellaneous expenses ($3.397) 



I # . 

LINE 
NO. DESCRIPTION 

Chino Meadows I1 Water Co., Inc. 
Docket NO. W-0237OA-14-0231 
Test Year Ended December 31,2013 

COMPANY STAFF Sl’N:P 
AS FILED ADJUSTMENTS AS ADJUSTED 

Schedule TBH CM-19c 

I \alanrc and \I aces 1 $1 79,965 617,444) flG2.521 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

31,700 
24,401 
425 

8,899 
30,594 

0 
11,457 
24,752 
8,964 
2,667 
8,848 

I 

Sahnes and Wages - Officers 
Purchaed Power 
ChRruuls 
Repaus and Matntenance 
Office Supplies & kxpense 
Rents 
ContractualSenmes 
Transportanon Expenses 
Innuance - General LaUy 
Insurance - Health and Life 
Mrscellaneous Expenses 
Payroll Taxes 

(1 6,434) 
(46) 
0 

(124) 
(2.804) 

0 

(72380) 
(1,058) 

0 
(2,301) 

(1232) 

(1,539) 

35,266 
24,355 
425 

8,775 
27,790 

0 
1025 
17,372 
7,906 
2,667 
6,547 
(1,539 



* I 
b . 

15 
16 
17 
18 
19 
20 
21 
22 
23 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0Wl 
Test Year Ended December 31,2013 

Salaries and Wages 
Normalize salaries and benefits $13,834 $13,834 

Office Supplies & Expense 
1 

Normalize Carbode over 3 years ($94) 
Normalize GoDaddy 5 year contract (114). ($208) 

Transportation Expenses 

Schedule TBH CM-19d 

25 
26 
27 

NO. 1 DESCRIPTION I As FILED ADJUSTMENTS AS ADJUSTED 
$179,965 $13,834 $193,799 

-, 
Insurance - General Liability 

Normalize Insurance Policy adjustment for refhds $594 $594 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
l3 
14 

Salaries and Wages 
Salaries and Wages - Officers 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Rents 
Contractual Services 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Ltfe 
Miscellaneous Expenses 
Payroll Taxes 

31,700 
24,401 

425 

30,594 
0 

11,457 
24,752 

8,964 
2,667 
8,848 

0 

8,899 

31,700 
24,401 

425 
8,899 

30,386 
0 

11,457 
24,566 
9,558 
2,667 
8,848 

0 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,ZOW 

Net 
Plantin Total Operating 

Customer Net Plant Service Annual Expenses 
Count% inservice YO Revenue % 

Schedule T B H  CM-19e 

Total 
Annual Gallons 
Gallons Pumped 4-factor 
Pumped Yo YO 

Customer 
Count 

1 Antelope Lakes 2 

4 Total &022 $549,648 $475,424 14,745 lOO.OO% 

2 ChinoMeadows 899 
3 GmteMountain 121 11.84% 313,950 57.12% 117,447 24.70% 10,510 14.06% 26.93% 

1 
References: 
Column [A]: The Customer counts for Chino Meadows and Granite Mountam the apphcations; and for Antelope Lakes, the 2013 
Annual Report, p. 12 as of 12/31/2013 
Column p]: Column [A] / h e  4. 
Column [C] The Net Plant in service information for Chmo Meadows and Granite Mountam are from the apphcanons & Schedule 
TBH CM-4; the informanon for Antelope Lakes is from the 2013 Annual Report on Remsed Balance Sheet, p. 6 as of 12/31/2013 
Column p]: Column [c] / h e  4. 
Column pE]: The Total Annual Revenue informatlon for Chmo Meadows and Gramte Mountam are from the applicatlons; the 
informanon for Antelope Lakes, is from the 2013 Annual Report, p 8 as of 12/31/2013 
Column [Fl: Column F.3 / h e  4. 

Column [GI: The Total Annual Gallons Pumped mformatton for Chmo Meadows and G m t e  Mountain is from the apphcation; the 
informatlon for Antelope Lakes, is from the 2013 Annual Report on Revised Balance Sheet, p. 12 as of 12/31/2013 
Column [HJ: Column [GI / h e  4. 
Column m: Average of Columns p, D, F, and €3‘) 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

LINE 
NO. 

1 
~ 2 

3 
4 
5 
6 
T 

$ 1  

9 
10 

Schedule TBH CM-19f 

Staff Staff 
2014 Current 2014 2014 Unregulated 2014 2014 Adjusted Adjusted 

2014 or Estimated Current or Estimated Current or Estimated Hours Unregulated Unregulated Salaries Payroll 
Current Salaries Hourly Rate Salary and Wages Pavroll Taxes '1. Salary and Wages Payroll Taxes and Wages Taxes 

Barney' $26.61 555356 54,670 10% 15536 5467 $49,821 84,203 
Nelson 14.50 30.16U 2,7 14 5% 1.508 136 28,652 2,519 
Lopez 17.50 36,403 3,276 36,400 3,276 
Fachter 14.50 30,160 2,714 30,160 2.71 4 
Magnussen 12.50 26,000 2,340 40% 10,400 936 15,600 1,404 

Total $1 78,082 f15.718 517,444 91,539 5160,638 $14,179 

Hours per week/Z,OBO hours per year. Percentages provided by Chmo Meadows (CM) and Granire Mountain (GM) in DRs CM TBH-1.25, CM l%H-2.12h, GM TBH-2.5 and GM 

Per DR CM TBH 1.2Sp. R a r n q  513,000 bonuses to adjust pay to match respmsibllrues. 

Roundmg 0.00 5 3 5 3 

TBH-2.5g. 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

DESCRIPTION 

Schedule TBH CM-19g 

Officer Salary 
Hours worked per month 

LINE 
NO. 
1 
2 
3 
4 
5 
6 
7 
8 

- 

9 
10 
11 
12 
13 
14 
15 
16 

17 
18 
19 
20 
21 
22 - 

Less hours out of town (33 percent of the total monthly hours) 
Adjusted Hours 

Adjusted Hours * $36.25’ * 12 months 
Less Additional Increase for Operations Manager from 2013 to 2014 * 

Adjusted Officers Salary 

29.37 
59.63 

$25,939 
(4,673 

$21,266 

Oversight of company operations 
Provide strategic direction 

Review company financial data including payables, receivable, revenue and expenses 
Provide legal representation for Company 

Review payroll and s i g n  checks 
Review and authorize all vendor payments 

Acquire regulate and oversee company loans and long-term debts 

Meeting with operations management to review capital program and address operational issues and ensurc 
proper facilities and equipment are a d b l e  

Develop and review company processes and procedures to ensure regulatory compliance 
Review & advise Company on manuals such as employee handbook & emergency response manual 

Total Monthly Hours 89 I 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 

Column [c]: As calculated by Staff on line 24 
Column [D] : Per DRs CM TBH 1 . 2 6 . ~  CM TBH 2.12 and CM TBH 3.7 

Column (Bl: Column [c] - Column [A] 

1: 

1: 
I 
1 

‘ 
I 

2( 
I 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA--14-0231 
Test Year Ended December 31,2013 

ACCT 
NO. 

301 
302 
303 
304 
305 
307 
309 
310 

Schedule TBH CM-20 

DESCRIPTION 
organizabon Cost 
Franhses 
Land and Land R+ts 
Structures and Improvements 
Colle~ang and I m p u n d q  Resmors 
Wells and Spnngs 
Supply Mams 
Power Generabon -pent  

- 
WNE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

- 

- 

320 2 

330.1 
330.2 

331 
333 
334 
335 
336 
339 
340 

340 1 
341 
343 
344 
345 
346 
347 
348 

~- 
Solubon Chmcal Feeders 

StongeTmks 
Pressure Tanks 
Transrmssion and Dambubon Mams 
Senues 
Meters and Meter Installabons 
Hydrants 
Baditlow F’cevenbon Dewces 
Other Plant and h4Iscellaneous Eqrupment 
Office Furmture and Eqwpent  
Computers and Software 
Transportabon Equrpment 
Tools, Shop, and Garage Eippment 
Laboratory *pent 
Power Operated +pment 
Communrcabon Eqwpment 
Miscellaneous EsuIpment 
Other Tanpble Eqrnpm Ent 

Total Plant 

Dismi -irC&S 

311 
+ .3ml hP 
320 1 Water Treatment Plants 

[A1 
P U N T  in 
SERVICE 
Per Staff 

f6,W 
C 

15,204 
44,339 
4,3M 

27,981 
1,009 

12,401 
46,268 

0 
6,406 

36,415 
15.269 

304,942 
30,067 
89,777 
12,042 

0 
16,728 
6,534 

10,601 
55,820 
1,274 

0 
30,461 
17,200 
3,915 

0 
$195,910 

&+.. 

- .+ 

A 
NonDepreciable 

PLANT 
01 Fully Dcpncialed 

86,843 
0 

15,204 
0 
0 

9,096 
0 
0 

6,406 

15,120 
15,269 

167,988 
7,181 

0 
0 
0 

1,305 
0 

-am 
EL 

55,820 
0 
0 

18,377 
0 
0 
0 

$364,876 

19 
DEPRECIABLE 

PLANT 
( C d A - G I B )  

$0 
0 
0 

44,339 
4,350 

18,891 
1,009 

12,401 
0 

0 

c 

0 

21,295 
0 

136,954 
22,886 
89,777 
12,042 

0 
15,423 
6,534 

10,601 
0 

1,274 
0 

12,084 
17,200 
3,975 

I 

[Dl IEI 
DEPRECIATION 

DEPRECIATION EXPENSE 
RATE (Col C x &ID) 

0.00% $6 

0.00% 0 
3 33% 1,416 
2 50% 109 
3.33% 629 
2 00% 20 
5.00% 620 

0.00% a 

2o.w/0 0 

2 22% 473 
5.00% 0 
200% 1739 
3 33% 762 
8.33% 7,478 
200% 241 
6 67% 0 
6 67% 1,029 
6 67% 436 

20 Wh 2,120 
20 00% 0 
5.00% 64 

10 00% 0 
5 00% 604 

10 w/o 1,720 
10 00% 398 

$431,034 I 1 $20.918 

Composite Deprenahon Rate @epr Exp / Depreclable Plant) 4 85Y 
CIAC $41,884 

$2,033 Amomzatlon of CIAC &me 33 x h e  34) 

Deprecubon Epense Before Amomzahon of CIAC 

Test Year Dewmatton E.xoense - Staft 

820,918 
Less Amomzation of CIAC 2,033 

$18.885 
Depreciation Expense - Company: 20,394 

Staffs Total Adjusrmenc ($l,50!3] 

Column [A]: Schedule TBH CM-4 
Column p]: From Column [A] 
Column [q: Column [A] - Column p3] 
Column PI: Engineering Staff Report %hit JWL Table B 
Column PI: Column [q x Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-02370A-14-0231 
Test Year Ended December 31,ZOW 

Schedule TBH CM-21 

LINE 
NO. 

STAFF STAFF 
RECOMMENDED PROPERTY TAX GUCULATION As ADJUSTED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 
22 

23 
24 

Staff Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
Staff Recommended Revenue, Per Schedule TBH CM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average &me 5 / Line G) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWIP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 *Line 13) 
Composite Property Tax Rate 

Staff Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

Staff Test Year Adjustment (Lime 16-Line 17) 
Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 
Staff Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 
Increase to Property Tax Expense 

Increase in Revenue Requirement 
~ . IIncrease to Property Tax per Dollar Increase in Revenue (Linel9/Line 20) I 

$357,985 
2 

$715,969 
357,985 

$1,073,954 
3 

$357,985 
2 

$715,969 

$71 5,969 

132,454 
13.36% 

18.50% 

$17,694 
18,670 

($976) 

I I  1.65% I 

$357,985 

t-1 
$338,580 

$677,161 

125,275 
18.50% 

$16,734 
17,694 

($58,213) 

References: 
Line 15: Composite Tax Rate line 28 of the Company's proforma Adjustment No. 7 in Attachment No. 2, Suppiemenral page 9 Amended. 
Line 1 7  Company 2nd Amended Application page 19. 
Line 21: Line 19 - Line 20 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Schedule TBH CM-22 

- 
.INE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

- 

15 
16 
17 

18 
19 
20 

DESCRIPTION 
Tahihtion of Income Tax: 
ievenue 
,ess: Operating Expenses - Excluding Income Taxes 
ASS: Synchronized Interest &17) 
Qrizona Taxable Income (Ll- L2 - L3) 
4rizona State Income Tax Rate 
4rizona Income Tax (L4 x L5) 
Federal Taxable Income (L4 - L6) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @I 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 - $10,000,000) @I 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L6 + L13) 

Cahihtion of Interest Svncbmni7ation: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest (L16 x L17) 

Income Tax - Per Stafi 
Income Tax - Per Companj 

Staff Adjustmeni 

REFERENCES 

Test Year 
$357,985 
284,574 

0 
$73,411 
6.000% 

$69,006 
7,500 
4,751 

0 
0 
0 

$4,405 

12,251 
$1 6,656 

$135,369 
0.00% ==d 

$16,656 

I 

Line 18: Adjusted Income Tax - Company's proforma Adjustment No. 8 in Attachment No. 2, Supplemental page 10 Amended Line 32. 
Line 17: Company 2nd Amended Application page 19. 
Line 21: h e  19 -Line 20 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Schedule TBH CM-23 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

CASH FLOWS 

:ash Inflows 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 

Cotal Revenues 

:ash Outflows 
Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 

'otal Expenses 

jperating Income 

lus: Depredation Expense 
:ash Flow from Operations 

[A1 
Company 

2013 Test Year 
Income Statemeni 

As Filed 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 
(1) 

$385,362 

($26,998) 

20,394 
($6,604) 

[B] 
Staffs 

Recommendation 
Cash Flow from 

Operations 

$345,620 
0 

12,365 
$357,985 

$112,640 
14,912 

0 
40 

23,683 
331 

8,140 
11,088 
8,205 
4,828 
7,889 

15,243 
5,660 
1,870 

445 
15,000 
3,247 
4,833 

18,885 
0 

17,694 
9,942 

16,656 

$301,230 
(1) 

$56,754 

18,885 
f75.640 

[C] 
Staffs Alternative 
Recommenation 

$287,40' 

$299,77: 

$1 12,64( 
14,912 

( 

4( 
23,68: 

331 
8,14( 

1 1,08f 
8,205 
4,82E 
7,885 

15,24? 
5,66C 
1,87C 

445  
15,OOC 
3,247 
4,043 

18,885 
0 

16,734 
9,942 
3,406 

$286,234 

$13,537 

18,885 
$32,423 



Chino Meadows I1 Water Company Inc. 
Docket No. W4237OA-144231 

kbcdule TBH CM-24A 
Page 1 of 2 

Test Year Ended December 31,20Y 
RATE DE 

Monthly Usage Charge 

S '  

5 f 8  x 3f4 Inch 
3/4 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Commodity Charge -Per l,OOO W o n s  

Fiat 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,OOO gdlons 

n n  

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

U4" M- 

Fmt 3,000 gallons 
3.001 to 8,ooO gdlons 
Over 8,000 gallons 

. .  

First 3,000 gallons 
3,001 to 8,OOO gallons 
Over 8,ooo gallons 

First 8,OOO gallons 
Over 8,000 gallons 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 10,000 @Ions 
Over 10,000 gallons 

1 112" Mae1 (All class& 

First 3,000 gallons 
3,001 to 8,ooO gdlons 
Over 8,OOO gallons 

First 20.000 gallons 
Over 20,000 gallons 

First 3,000 gallons 
3,001 to 8,OOO gallons 
Over 8.000 gallons 

First 4O.OOO gallons 
Over 40,000 gallons 

Present 
Rates 

P 17.15 
26.63 
44.38 
88.75 

14200 
266.25 
443.75 
887.50 

240 
3.20 
4.20 

240 
3.20 
4.20 

240 
3.20 
4.20 

240 
3.20 
4.20 

NfA 
N/A 

2.40 
3.20 
4.20 

N/A 
NfA 

240 
3.20 
4.20 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N/A 

GN - STAFF'S RECOMJ LNDATION 
Company 
Proposed 
Rates 

i 23.m 
34.5c 
57.5C 

115.00 

368.K 
575.m 

1 ,I 5o.w 

184.00 

3.5c 

6 5C 
5.10 

3.5c 
5 1c 
6.50 

3.5c 
5.10 
6.50 

3.5c 
5.10 
6.X 

N/A 
N/A 

3 5c 
5.10 
6.50 

N/A 
N/A 

3 .9  
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N / A  
N /A 

Staff 
Recommended 

Rates 

17.75 
26.63 
44.38 
88.75 

142.0C 
266.25 
443.75 
881.51 

24 
3.20 
4.2C 

2 . 4  
3.x 
4.m 

24c 
3.m 
4.20 

N/A 
NfA 
NfA 

3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N/A 
N /A 
N f A  

3.20 
4.20 



WTE DE 5-m - STAFF’S RECOMMEIWATIQN. Schedule TBH CM-% 

1” or Smaller X P P  

I” *#* 
1” *n;* 

0” +m 

,arger than 10” U** 

m t e r  (All C l i c s $  

Fiat 3,000 gallons 
3.001 to 8,000 gallons 
Over 8,ooO gallons 

First 100,000 gallons 
Over 100,000 gallons 

C Meter !- 

First 30,oOO gallons 
Over 30,000 gallons 

First 180,000 gallons 
Over 180,000 gallons 

Fmt 30,000 gallons 
Over 30,000 gallons 

Fist 300.000 gallons 
Over 300,000 gallons 

Hydrant Meter 
p o t  Jndiwduallv , h g ~ ~ @  
All Usage, Per 1,OOO Gallons 

rrtt *u 
*U *** 
Wlt *hl 

**- PI1 

*e* *# 

Other Service Charges 

Establishment 
Reconnection (Delinquent) 
iifter Hour Senice Charge (Flat Rate) 
Meter Test (If Conect) 
Deposit 
3eposit Interest 
Reestablishment (within 12 months) 
USF Check 
3eferred Payment (per month) 
JIeter Re-Read (if Correct) 
a t e  Papent  Fee (per month) 

I 

Proposcd 
MNU 

Insnlladon 
charge 

S 150.00 
250.00 
300.00 
500.00 

1,500.00 
2,000.00 

6,000.00 
N/A 

3,500.00 

S 25.00 
30.00 
25.00 
20.00 

* 
* 

** 

20.00 
1.50% 

Recommended 
Total Proposed Senice Line 

charge Charw 
S 600.00 $ 450.00 

700.00 450.00 
875.00 575.00 

1,175.00 675.00 
2,500.M) l,ooO.00 
3,300.00 1300.00 

8,800.00 2,800.00 
5,300.00 1,800.00 

N/A Actual cost 

3.50 
5.10 
6.50 

N /A 
N/A 

5.10 
6.50 

N/A 
N /A 

5.10 
6.50 

N /A 
N/A 

6.50 

Service Size 
18 x 314 Inch 
/4 Inch 
Inch 
1/2 Inch 
Inch 
Jnch 
Inch 
Inch 
Wer 6 Inch 

I 

Total Present 
Charge 

$ 501.00 
575.00 
650.00 
427.00 

1,572.00 

3,516.00 
6,916.00 

2,400.00 

N/A 

f 25.00 
35.00 
25.00 
30.00 

* 
* 

** 
20.00 
1 Sooh 
15.00 
1.50% 

*- @ cost 

P a p  2 0 

NJ 
N/ 
N/  

3.: 
4.2 

N/ 
N/. 

3.2 
4.2 

N/. 
N/. 

3.2 
4.2 

4.2 

$ 25.0 
30.0 
25.0 
25.01 

* 
20.01 

1.50‘ 

y~uuur;zr 

n addtion to the collechon of regula rates, the u&ty will collect from its customers a propomonate share of any pndege, sales, use, and franchise tax Per 
ormussion d e  14-24091)(5) 

U N ~  appiicmie  IO^ semce unes sepame ana olsnnct nom me pnmary water s m c e  m e  

Service and Meter Installation Charws 

Proposcd 

chars 
Service Line 

$ 450.00 
450.00 
575.00 
675.00 

l,OOO00 
1,300.00 
1,800 00 
2,800.00 
N /A 

Recommended 
Metu Insallation 

charge 
f 150.00 

250.00 
HM.00 
500.00 

1,500.00 
Z,OOO.00 
35soo.00 
6,000.00 

Actual Cost 

Total 
Recommended 

Charge 
$ 600.00 

700.00 
875.00 

1,175.00 
2.500.00 

5,300.00 
8,800.00 

3,300.00 

A d  Cost 



Schedule TBH CM-24B 
Page 1 of 2 

Chino Meadows 11 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended: December 31,2013 

RATE DESIGN - STAFF'S ALTERNATIVE I COMMENDATION 1 

Company Staff 
Recommended Proposed 

Rates Rates 

6 23.00 s 13.75 
3/4 Inch 34.50 20.63 
1 Inch 57.50 34.38 
1 1/2 Inch 115.00 68.75 
2 Inch 184.00 110.00 
3 Inch 368.00 220.00 
4 Inch 575.00 343.73 
6 Inch 1,150.00 687.50 

First 3,000 gallons 3.50 2.00 
3,001 to 8,000 gallons 5.10 3.00 
Over 8,000 gallons 6.50 4.00 

First 3,000 gallons 3.50 200 
3,001 to 8,ooO gallons 5.10 3.00 
Over 8,000 gaUons 6.50 4.00 

3/4" Meter 0 . .  

First 3,000 gallons 3.50 2.00 
3,001 to 8,000 gallons 5.10 3.00 
Over 8,ooo gallons 6.50 4.00 

First 3,000 gallons 3.50 N/A 
3,001 to 8,000 gallons 5 10 N/A 
Over 8,000 gallons 6.50 N/A 

Fint 8,000 gallons N/A 3.00 
Over 8,OOO gallons N/A 4.00 

w t e c  /All C l a w 4  

First 3,000 gallons 3.50 N/A 
3,001 to 8,ooO Mons 5.10 N/A 
Over 8,ooO gallons 4.20 6.50 N/A 

First 10,000 gallons N/A N/A 3.00 
Over l0,oOO gallons N/A N/A ' 4.00 

I 1 /2" M- 

First 3,000 gallons 240 3.50 N/A 
3,001 to 8,000 gallons 3.20 5.10 N/A 
Over 8,000 gallons 4.20 6.50 N /A 

First 20,000 gallons N/A N/A 3.00 
Over 20,ooO gallons N/A N/A 4.00 

(All Claws) 

First 3,000 gallons 240 3.50 N/A 
3,001 to 8,000 gallons 3.20 5.10 N/A 
OVCC 8,000 bdlOnS 4.20 6.50 N/A 

First 40,oOO gallons N/A N/A 3.00 
Over 40,000 d o n s  N/A N/A 4.00 



ATE D E S N  CONTINUED - S n E R N A T I  VE RECOMMENOATlON Schedule TBH CM-24E 

15.00 
1.50% 

*- @ cost 

First 3,000 gallons 
3,001 to 8,OOO gallons 
Over 8,000 gallons 

First 100,ocw) gallons 
Over 100,000 gallons 

C l a s s 4  

First 30,000 gallons 
Over 30,000 gallons 

Rrst 180,OOO gallons 
Over 180,000 gallons 

15.00 
1.50V 

*** @ cos 

First 30,000 gallons 
Over 30,000 gallons 

First 300,000 gaUons 
Over 300.000 gallons 

Hydrant Meter 

All Usage, Per 1,oOO Gallons 

Other SeMce Charges 
I 

Total Resat 
Chargc 

li 501.00 
575.00 
650.00 
427.00 

1,57200 
2,400.00 
3,516 00 
6,916.00 

N/A 

Establishment 
Reconnection (Dehnquent) 
After Hour Service Charge (Flat Rate) 
Meter Test (If Correct) 
Deposit 
Deposit Interest 
Reestablishment (within 12 months) 
NSF Check 
Deferred Payment (per month) 
Meter Re-Read 6f Correct) 
Late Payment Fee (per month) 

Propored 

Charge charge Charge 

Proposed Met- 
Suvice  Line Insallation T o d  Proposed 

$ 450.00 8 150.00 $ 600.00 
450.00 250.00 700.00 
575.00 300.00 875.00 
675.00 500.00 1,175.00 

1,000.00 1,500.00 q500.00 
1,300.00 2,OOO.00 3,300.00 
1,600.00 3,500.00 5,300.00 
2,800.00 6,000.00 8,800.00 
N/A N/A N/A 

t 

Recommended 
Service Line 

charge 
$ 450.00 

450.00 
575.00 
675.00 

1,000.00 
1,300.00 
1,800.00 
2,800.00 

Actual Cost 

25.00 
30.00 
25.00 
20.00 

* 
* 
u 

20.00 
1.50% 
15.00 
1.50% 

Recornrnendcd Total 
Meter Insallation Recommended 

charge Charge 
$ 150.00 li 600.00 

Mo\<ng Customer Meter at Customer Request 1 NIP 

Page 2 of 2 

N/A 
N/A 
N/A 

300 
4.00 

N/A 
N/A 

3.00 
4.00 

N/A 
N/A 

3.00 
4.00 

4.00 

Monthly Service C h a r s  for Fire Sprinklers 
I I 

I;pL* 

Et** 

**u 
*# 

4" or Smaller 
6" 
8" 
10" 
Lawr than lo" #$ *LCC *m 

* Per Commission Rule A.A.C. RlC2-403@). 
**Months off the system times the Monthly Usage Charge, per A.A.C. R14-2-403(D). 
-* All items billed at cost shall include labor, materials, parts, overheads and all applicable taxes. 
*** 2.00 percent of the Monthly Usage Charge for a Comparable Sized Meter Connection, but no less that 910.00 per month. The Service Charge for Fire 
Sprinlilen is only applicable for service lines separate and distinct from the primary water service line. 

In addition to the collection of regular rates, the utJity will collect from its customers a propordome share of any privilege, sales, use, and franchise tax. Per 
commission rule 14-2-409D(5). 

Service and Meter Installation Charges 

Service Size 
5/8 L 3/4 lnch 
3/4 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
1 Inch 
5 Inch 
Dver 6 Inch 

1,500.00 

3,500.00 
6,000.00 

700.00 
875.00 

1,175.00 
2,500.00 
3,300.00 
5,300.00 
8,800.00 

Actual Cost 



. 

Zompany Proposed 

iverage Usage 

dedian Usage 

Chino Meadows 11 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31 20U 

Present Proposed 
Gallons Rates Rates 

4,931 $ 31.13 $ 43.35 

3,469 26.45 35.89 

Schedule TBH CM-25A 

Dollar 
Increase 

46 12.22 

$ 9.44 

Q 

8 

Typical Bill Analysis - STAFF'S RECOMMENDATION 

Percent 
Increase 

39.25% 

35.69% 

0.00% 

0.00% 

Y O  

1'' 
$ 17.75 

2.40 
3,000 
3.20 

8,000 
4.20 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

Increase 

Ltaff Recommended 

iveragc Usage 4,931 31.13 

26.45 

Y O  

$ 23.00 
3.50 

3,000 
5.10 

8,OOO 
6.50 

Increase 
29.58% 
31.51% 
33.04% 
34.27% 
37.12% 
39.39% 
41.24% 
42.78% 
44.OSo/o 
45.07% 
45.90% 
46.59% 
47 .I 90/0 
47.70% 
48.15% 
48.54% 
48.89% 
49.21% 
49.49% 
49.74% 
49.97% 
50.87% 
51.48% 
51.93% 
52.27% 
52.53% 
52.75% 
53.40% 
53.74Yo 

;dons 
:onsumption 

Staff 
Recommended 

AltA 
5/8" x 3 

MhmumCharg 
1st Tier Rat1 

1st Tier Breakove 
2nd Tier Rat, 

2nd Tier Breakove 
3rd Tier Rat, 
Rates 

$ 
1 ,oc@ 
2,OOo 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,OOo 
12,ooo 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

Present 

5/a' x 
Minimum Charg 

1st Tier Rat  
1st Tier Breakove 

2nd Tier Rat 
2nd Tier Breakove 

3rd Tier Rat 
Rates 

s 17.75 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

$ 31.13 

26.45 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-Inch Meter 

4" 
8 17.75 

2.4c 
3 , m  
3.2C 

8,00C 
4.2C 

Company 
Proposed 

5/8" x 3 
Minimum Chug 

1st Tier Rat( 
1st Tier Breakove 

2nd Tier Rat( 
2nd Tier Breakove 

3rd Tier Rat( 
Rates 

6 23.00 
26.50 
30.00 
33.50 
38.60 
43.70 
48.80 
53.90 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
117.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

17.75 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.15 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
o.w/o 
0.00% 
0.00% 
0.00% 
0.00% 
0.000/0 / 0.00% 



Chino Meadows I1 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,ZOU 

Dollar 
Increase 

8 12.22 

$ 9.44 

f (5.59) 

(5.29) 

Schedule TBH CM-25B 

Percent 
Increase 

39.25% 

35.69% 

-17.95% 

-20.01% 

- -  

:ompany Proposed Gallons 

,"rage Usage 4,931 

ledian Usage 3,469 

Typical Bill Analysis - STAFF'S ALTERNATIVE RECOMMENDATION 

Present 
Rates 

s 31.13 

26.45 

YO 

I" 
46 13.75 

2.00 
3,000 
3.00 

8,000 
4.00 

Increase 
-22.540/0 
-21.84% 
-21.29% 
-20.84% 
-19.18% 
-17.86% 
-16.79% 
-15.89% 
-I 5.14% 
- 14.17% 
-13.37% 
-12.70% 
-12.12% 
-1 1.62% 
-1 1.1 9% 
-1 0.80% 
-10.46% 
-10.16% 
-9.89% 
-9.64% 
-9.41% 
-8.54% 
-7.95% 
-7.52% 
-7.19% 
-6.93% 
-6.72% 
-6.08% 
-5.76% 

taff Recommended 

LVerage usage 4,931 31.13 

ledan Usage 26.45 

YO 

n 

$ 23.00 
3.50 

3,000 
5.10 

8,OOO 
6.50 

29.58% 
31.51% 
33.04% 
34.27% 
37.12% 
39.39% 
41.24% 
42.78% 
44.08% 
45.07% 
45.90% 
46.59% 
47.1 9% 
47.70% 
48.15% 
48.54% 
48.89% 
49.21% 

Increase 

49.49% 
49.74% 
49.97% 
50.87% 
51.48% 
51.93% 
52.27% 
52.53% 
52.75% 
53.40% 
53.74% 

;dons 
.onsumption 

1 ,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,oOa 
18,000 
19,OOO 
20,000 
25,000 
30,000 
35,000 
~ , O O o  
45,000 

75,000 
100,000 

50,000 

Staff 
Recommended 

Alt B 
5/8" I 3  

I&imumCharg 
1 st Tier Rat1 

1st Tier Breakove 
2nd Tier Rat, 

2nd Tier Breakove 
3rd Tier Rat1 
Rates 

8 

Present 

~ 

5/8" x 
Muurnurn Chaq 

1st Tier Rat 
1 st Tier Breakovc 

2nd Tier Rat 
2nd Tier Breakovc 

3rd Tier Rat 
Rates 

8 17.7: 
20.1: 
22.5: 
24.9: 
28.15 
31.35 
34.55 
37.7: 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91 35 

11 2.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

Proposed 
Rates 

$ 43.35 

35.89 

$ 25.54 

21.16 

Present & Proposed Rates (without Taxes) 
General Service 5/8 x 3/4-Inch Meter 

4" 
8 17.75 

2.40 
3,000 
3.20 

8,000 
4.20 

Company 
Proposed 

5/8" x 3 
Minirnm Charg 

1 st Tier Rat 
1 st Tier Breakove 

2nd Tier Rat 
2nd Tier Breakove 

3rd Tier Rat 
Rates 

$ 23.00 
26.50 
30.00 
33.50 
38.60 
43.70 
48.80 
53.30 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
117.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

13.75 
15.75 
17.75 
19.75 
22.75 
25.75 
28.75 
31.75 
34.75 
38.75 
42.75 
46.75 
50.75 
54.75 
58.75 
62.75 
66.75 
70.75 
74.75 
78.75 
82.75 

102.75 
122.75 
142.75 
162.75 
182.75 
202.75 
302.75 
402.75 



CHINO MEADOWS I1 WATER CO., INC. 

Response to Staff's First Set of Data Requests 
DOCKET NO. W-02370A-14-023 1 

Response provided by: Ray L. Jones 

Title: Consultant 

Address: 18835 North Thompson Peak Parkway, Suite 215 
Scottsdale, AZ 85255 

Data Request Number: TBH 1.42 

Q. Allocations - For each shared expense or cost included in the revenue requirement that 
has been allocated (e.g. office space rental, labor, transportation, insurance, etc.,), please 
provide the following: 
a. Identify the cost, i.e., provide a descriptive name. 
b. The basis of the allocation (e.g. number of customers) 
c. The actual calculation used to make the allocation. 

A. Four major categories of expense were allocated between Chino Meadows and Granite 
Mountain during the test year, as follows. 

Rent Expense 
Operating Expenses 
Employee Salaries and Wages 
Officer, Director and Stockholder Salary and Wages 

For each major category of expense a detailed response to parts a, b and c are as follows: 

Rent Expense - This expense is the cost to rent the shared business office and is 
discussed in detail in the Company's response to TBH 1.30. The total rent paid for the 
test year was $15,000. During the test year, the rent was allocated 20 percent to Granite 
Mountain ($3,000) and 80 percent to Chino Meadows ($12,000). The allocation was as 
directed by management. 

Operating Expenses - The following operating expense accounts were allocated during 
the test year. 

1 



CHIP 

6659.02. State Fund 

0 MEADOWS I1 WATER CO., INC. 
DOCKET NO. W-02370A-14-023 1 
Response to Staffs First Set of Data Requests 

6675.1 5 . Licenses 8 krrrits 

Account I 
: 
i 
16615.06. Gas for Offlce 3 r 
i 661 5.07 . Pow er for Off ice 

6618.01 . Chlorine .-. -- 
i6620.20- Shop Supplies (Msc) _-__ 
i 6620.1 3 . Shop Took 

3 

L 

1 

c”- 
I 

16620.19. muioment ReDair I 

During the test year, these accounts were allocated 10 percent to Granite Mountain and 
90 percent to Chino Meadows. The allocation is based on number of customers. Note: 
the allocation has been updated to 12 percent to Granite Mountain and 88 percent to 
Chino meadows for 2014, based on actual end of test year customer counts. 

Employee Salary and Wages - Due to payroll software limitations, salaries are allocated 
using a method where one employee’s salary is charged to Granite Mountain with all 
other employees being charged to Chino Meadows. The resulting allocation for the test 
year was $33,942 to Granite Mountain and $164,965 to Chino Meadows. The results in 
an approximately 17 percent allocation to Granite Mountain with 83 percent being 
allocated to Chino Meadows. 

Officer, Director and Stockholder Salary and Wages - This expense is discussed in detail 
in the Company’s response to TBH 1.26. During the test year, the companies intended to 
allocate 80% of Mr. Levie’s salary to Chino Meadows and 20% to Granite Mountain, 
based on an estimate of time spent working for each company. However, the actual 
booked allocation was $3 1,700 to Chino Meadows and $6,000 to Granite Mountain, 
approximating an 84% I 16% allocation. 

2 



CHINO MEADOWS I1 WATER CO., INC. 

Response to Staff‘s First Set of Data Requests 

Response provided by: 

Title: Consultant 

DOCKET NO. W-02370A-14-023 1 

Ray L. Jones 

Address: 18835 North Thompson Peak Parkway, Suite 215 
Scottsdale, AZ 85255 

Data Request Number: TBH 1.26 

a. 

b. 

C. 

d. 

e. 
f. 

g. 

h. 

Q. Officer. Director, and Stockholder Salarv and Wage Information - General information 
was provided in the application to support $37,865.80 for Arden Barney. Please answer 
andor provide the requested information for the following: 

A schedule of the names. titles. and annual salaries of all officer’s. director’s, and 
stockholder’s actual pa$oll expenses and employee benefits by account c h g e d  
for the test year. 
Job descriptions which identify the job duties performed by each officer, director 
or stockholder and whether or not these officer, director or stockholder worked 
for any related companies. 
A schedule showing the actual payroll expenses and employee benefits (with all 
pay and benefits identified separately) by officer, director or stockholder and 
NARUC account recorded for the test year. 
A schedule that reconciles the difference in the total adjusted salaries for Officers 
and Directors of $31,700 and the $37,865.80 supported in the application. 
Identify any incentive pay or bonuses paid during the test year. 
Please state whether or not the officers, directors, and stockholders use time 
sheets to document the hours worked. If so, please provide the time sheets for 
each individual during the test year. 
Please state the approximate number of hours each officer, director, and 
stockholder worked each month during the test year. As part of your response, 
please state the activity and the number of hours spent on that activity. 
If the pay of the officers, directors, and stockholders is not based on time sheets 
please provide explain how you determined the level of salary for these 
individuals. 

A. a. Mr. Paul Levie was the only officer, director or stockholder paid for services during 
the test year. Mr. Levie was paid $3 1,700 for his services during the test year. No 
additional employee benefits were provided. 

b. The Company does not maintain formal job descriptions for its positions. The duties 
of Mr. Levie is summarized as follows: 

Manage all aspects of the utility including having ultimate responsibility for 
operations, planning, financing and strategic direction, including supervision and 
management of company personnel, provision of legal services, review of payroll, 
sign checks for payroll and accounts payable, project management, review of 
fiduciary responsibilities including accounts payable and accounts receivable, 
meeting with operations management to address concerns, equipment repair 

1 
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* * 

CHINO MEADOWS I1 WATER CO., INC. 

Response to Staffs First Set of Data Requests 
DOCKET NO. W-02370A-14-023 1 

and/or water plant facilities, acquire regulate and oversee company loans and 
long-term debts, ensure that proper equipment and procedures are in place to 
adequately supply drinking water, review & advise on manuals such as employee 
handbook & emergency response manual. 

Mr. Levie works for Chino Meadows, Granite Mountain and Antelope Lakes. 
However, he is paid separately by Granite Mountain and is not compensated by 
Antelope Lakes. Mr. Levie does not work for any other companies; however, as 
more fully discussed in the Company’s response to TBH 1.30, Mr. Levie does 
manage a portfolio of property interests, including rental properties. Mr. Levie’s 
compensation paid by Chino Meadows is based exclusively on his work for Chino 
Meadows and takes into consideration that Mr. Levie works less than full-time for 
Chino Meadows. 

c. Mr. Levie was paid a flat fee of $31,700.00 for his services. The cost was charged to 
NARUC account 603. 

d. There is no difference to reconcile. The amount charged to Account 603 was $3 1,700 
for Mr. Levie. 

e. Mr. Levie did not receive a bonus. 

f. Mr. Levie does not use a time sheet. 

Develop and review company processes and procedures to ensure 
regulatorv comdiance 
Review and advise Company on manuals such as employee handbook 
and emergency response manual 

1 

Note: This schedule includes all time spent workmg for both Chino Meadows and 
Granite Mountain. As discussed below, it is estimated that 80% of the time is 
attributable to Chino Meadows and 20% of the time is attributable to Granite Mountain. 

2 



CHINO MEADOWS I1 WATER CO., INC. 

Response to Staffs First Set of Data Requests 
DOCKET NO. W-02370A-14-023 1 

h. Mr. Levie’s compensation is based on an annual salary of $76,800. As an half-time 
employee for Chino Meadows and Granite Mountain, Mr. Levie was scheduled for 
$38,400 in compensation for the test year. Due to an accounting oversight, the actual 
pay to h4r. Levie was only $37,700 during the test year. During the test year, the 
companies intended to allocate 80% of Mr. Levie’s salary to Chino Meadows and 20% 
to Granite Mountain. However, the actual booked allocation was $3 1,700 to Chino 
Meadows and $6,000 to Granite Mountain, approximating an 84% / 16% allocation. 

3 



CHINO MEADOWS I1 WATER CO., INC. 

Response to Staff’s Second Set of Data Requests 
DOCKET NO. W-02370A-14-023 1 

Response provided by: Christine Nelson 

Title: Admin Assistant 

Address: 501 N Hwy 89 
Chino Valley, AZ 86323 

a. 

b. 

C. 

d. 

e. 

f. 

€5 

h. 

i. 

A. a. 

b. 

C. 

d. 

Data Request Number: TBH 2.12 

Q. Salaries and WaPes Exuenses - Please answer and/or provide the requested information 
for the following: 

Please explain the payroll bonus provided to Allan R. Feichter on Check 6349 for 
$1.000 on December 1 1.20 13. 
Please explain the payroll bonus provided to Christine E. Nelson on Check 6350 for 
$1,500 on December 11,2013. 
Please explain the payroll bonus provided to b on Check 6351 for $1,500 on 
December 1 1 , 20 13. 
Please explain the payroll bonus provided to Arden Wayne Barney on Check 6376 for 
$13,000 on December 23,2013. 
Please provide a schedule by employee, date and the amount of bonuses paid by the 
Company for the past 5 years. 
Are any of the employees related to any of the officers, board member or family 
member of the officers of the Company? 
Please explain the allocation of one employee on the payroll for the Granite Mountain 
instead of the direct labor hours being allocated by employee for each company. 
Please state whether any of the employees of the Company work for any unregulated 
companies of the owners during their work shifts during the test year? Please provide 
support if the unregulated companies paid the Company’s employees for the same 
time periods during the test year. If the unregulated company did not pay such 
employees, please state amount of time per week by unregulated company and by 
each employee. 
Please explain the hourly timekeeping for direct labor hours worked by employee for 
each company. 

It is the Company’s practice to pay a portion of an employee’s annual compensation 
in the form of a bonus when the employee demonstrates satisfactory performance 
during the year. Consistent with this practice, Allan R. Feichter was paid a bonus. 

It is the Company’s practice to pay a portion of an employee’s annual compensation 
in the form of a bonus when the employee demonstrates satisfactory performance 
during the year. Consistent with this practice, Christine E. Nelson was paid a bonus. 

It is the Company’s practice to pay a portion of an employee’s annual compensation 
in the form of a bonus when the employee demonstrates satisfactory performance 
during the year. Consistent with this practice, Denny N. Lopez was paid a bonus. 

Mr. Barney’s bonus was paid to reflect the appropriate annual compensation for the 
position of Operations Manager to which Mr. Barney was promoted in May of 2013. 

I 



CHINO MEADOWS I1 WATER CO., INC. 

Response to Staffs Second Set of Data Requests 
DOCKET NO. W-02370A-14-023 1 

The bonus was paid in lieu of increasing Mr. Barney’s rate of pay at the time of 
promotion. 

e. See file CM TBH 2-12 Attachment - Bonus Scheduleadf for the requested schedule. 

f. No employees are related to any of the officers, board member or family member of 
the officers of the Company. 

g. As discussed in the Company’s response to TBH 1.42, due to payroll software 
limitations, salaries are allocated using a method where one employee’s salary is 
charged to Granite Mountain with all other employees being charged to Chino 
Meadows. The resulting allocation for the test year was $33,942 to Granite Mountain 
and $164,965 to Chino Meadows. The results in an approximately 17 percent 
allocation to Granite Mountain with 83 percent being allocated to Chino Meadows. 
The Company feels this resulting allocation of salaries provides an adequate 
allocation of payroll expense between the two companies. 

h. As discussed in the Company’s response to TBH 1.25, the Administrative Assistant 
and Operations Manager positions allocated to Chino Meadows, provides support 
related to Mr. Levie’s property management activities. The positions are not paid 
separately for these activities. It is estimated that for the Administrative Assistant up 
to 2 hours per week is spent on property management activities. It is estimated that 
for the Operations Manager position up to 4 hours per week is spent on property 
management activities . 

i. The Company is not sure it understands this question. Salaries are allocated as 
discussed in the answer to part g. The Company did create job codes in Quickbooks 
and on its timecards for various companies. The intent of these codes was to allow 
for detailed allocation of payroll costs between companies. However, the Company 
discovered that due to Quickbooks software limitations, using the job costing h c t i o n  
of Quickbooks to allocate payroll between companies would require significant 
ongoing accounting and reconciliation effort that was beyond its staff capabilities. 
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GRANITE MOUNTAIN WATER COMPANY, INC. 
Docket No. W-02467A-14-0230 
Response to S t a r s  Second Set of Data Requests 

Response provided by: Christine Nelson 

Title: Admin Assistant 

Address: 501 N Hwy 89 
Chino Valley, A2 86323 

Data Request Number: TBH 2.5 

Q. Salaries and Wages Expenses - Please answer andor provide the requested information 
for the following: 
a. 

b. 

C. 

d. 

e. 

f. 

g. 

A. a. 

b. 

C. 

d. 

e. 

f. 

Please expl& the payroll bonus provided to Jeanette Myrick on Check 5389 for 
$2,500 on December 11,2013. Additionally, please explain why a bonus is provided 
to an employee that is no longer with the Company. 
Please explain the payroll bonus provided to Nicole Magnussen on Check 5390 for 
$1,000 on December 1 1,20 13. 
Please provide a schedule by employee, date and the amount of bonuses paid by the 
Company for the past 5 years. 
Are any of the employees related to any of the officers, board member or family 
member of the officers of the Company? 
Does Nikki Magnussen (Administrative Assistant) perform the same duties as the 
previous employee Jeanette Myrick (Bookkeeper/Administrative Assistant)? If not, 
please explain what duties are different. 
Please explain the allocation of one employee on the payroll for the Company instead 
of the direct labor hours being allocated by employee for each company. 
Please state whether any of the employees of the Company work for any unregulated 
companies of the owners during their work shifts during the test year? Please provide 
support if the unregulated companies paid the Company’s employees for the same 
time periods during the test year. If the unregulated company did not pay such 
employees, please state amount of time per week by unregulated company and by 
each employee. 

Jeanette Myrick worked for the Company for 25 years and retired from the Company 
in October 2013. Paul Levie authorized the bonus for work performed through 
October of 2013 and in recognition of many years of valued service to the Company. 

It is the Company’s practice to pay a portion of an employee’s annual compensation 
in the form of a bonus when the employee demonstrates satisfactory performance 
during the year. Consistent with this practice, Niclole Magnussen was paid a bonus. 

See file GM TBH 2-5 Attachment - Bonus Schedule.r>df for the requested schedule. 

No employees are related to any of the officers, board member or family member of 
the officers of the Company. 

Yes she performed the same duties. 

As discussed in the Company’s response to TBH 1.40, due to payroll software 
limitations, salaries are allocated using a method where one employee’s salary is 
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GRANITE MOUNTAIN WATER COMPANY, INC. 
Docket No. W-02467A-24-0230 
Response to Staffs Second Set of Data Requests 

charged to Granite Mountain with all other employees being charged to Chino 
Meadows. The resulting allocation for the test year was $33,942 to Granite Mountain 
and $164,965 to Chino Meadows. The results in an approximately 17 percent 
allocation to Granite Mountain with 83 percent being allocated to Chino Meadows. 
The Company feels this resulting allocation of salaries provides an adequate 
allocation of payroll expense between the two companies. 

g. As discussed in the Company’s response to TBH 1.24, the Administrative Assistant 
position allocated to Granite Mountain, provides support related to Mr. Levie’s 
property management activities. The position is not paid separately for these 
activities. It is estimated that up to 16 hours per week is spent on property 
management activities. 
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CHINO MEADOWS I1 WATER CO., INC. 

Response to Staffs First Set of Data Requests 

Response provided by: 

Title: Consultant 

Address: 

DOCKET NO. W-02370A-14-023 1 

Ray L. Jones 

18835 North Thompson Peak Parkway, Suite 215 
Scottsdale, AZ 85255 

Data Request Number: TBH 1.33 

Q. Notes/Accounts Receivable from Associated ComDanies - Referring to the Balance Sheet, 
Page 2 1 Acct. No. 146. Please provide explain and provide the following: 
a. Please provide a detailed schedule by month from January 2010 to December 2013. The 

detailed schedule should include the date, amount, check number, associated company, 
purpose of the note/accounts receivable, payment information and the balance due at the 
end of each month. 

b. Please provide specific details for the amounts due from each specific associated 
company at the end of the test year. 

A. a. See file CM TBH 1-33 Attachment - Account Detail Receivable Assoc Companv.pdf for 
the requested schedule. 

b. 1146.03- Loan-Antelope Lakes Water - This account represents funds paid to Antelope 
Lakes for various categories of expenses incurred by Antelope Lakes. The balance is not 
a receivable in the traditional sense. The balance would be more properly characterized 
as an intercompany balance, similar as to what would be recorded between a parent 
holding company and utility subsidiary companies or between utility subsidiary 
companies when cash is transferred from one utility subsidiary to the parent holding 
company or another utility subsidiary and vice versa. Antelope Lakes is not required to 
make any payments to Chino Meadows. Should Antelope Lakes provide funds to or on 
behalf of Chino Mountain, the intercompany balance would be reduced. The balance at 
the end of the test year was 2,230.18. 

1146.05 - Loan-Desert Snow Construction & 1146.06 - Loan-GFL CklI Tract B Water 
Line - This accounts represent funds advanced to Desert Snow Construction on behalf of 
Mr. Levie. The majority of the funds paid for a waterline serving property owned by Mr. 
Levie. The property is within the Town of Chino Valley water service area and is not 
associated with any of the water utilities owned by Mr. Levie. The balance is due and 
payable upon demand by Chino Meadows. The balance at the end of the test year was 
16,066.82. 

1146.09 - Loan PDL Zooki - This account represent funds advanced on behalf of Mr. 
Levie’s son, Daniel P. Levie. The balance is due and payable upon demand by Chino 
Meadows. The balance at the end of the test year was 104.02. 

1 



CHINO MEADOW I1 WATE co., INC. 
DOCKET NO. W-02370A-14-0231 
Response to Staffs First Set of Data Requests 

1 146.15 Due fi-om PDL Inc. - This account represent funds advanced to Mr. Levie. The 
funds were for personal use. The balance is due and payable upon demand by Chino 
Meadows. The balance at the end of the test year was 1,500.00 
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CHINO MEADOWS I1 WATER CO., INC. 

Response to Staff's First Set of Data Requests 
DOCKET NO. W-023 70A- 14-023 1 

Response provided by: Ray L. Jones 

Title: 

Address: 

Consultant 

18835 North Thompson Peak Parkway, Suite 215 
Scottsdale, AZ 85255 

Data Request Number: TBH 1.34 

Q. NotesPavable to Associated Companies - Referring to the Balance Sheet, Page 22 Acct. 
No. 234. Please provide explain and provide the following: 
a. Please provide a detailed schedule by month from January 2010 to December 2013. 

The detailed schedule should include the date, amount, check number, associated 
company, purpose of the note/accounts receivable, payment information and the 
balance due at the end of each month. 

b. Please provide specific details for the amounts due to each specific associated 
company at the end of the test year. 

c. Please provide the specific authorization by the Arizona Corporation Commission for 
indebtedness payable at periods of more than twelve months pursuant to ARS 40-30 1 - 
B. 

A. a. See file CM TBH 1-34 Attachment - Account Detail Payable Assoc Comp.Ddf for the 
requested schedule. 

b. 2234.01- Due to PDL (Paul D. Levie) - This account represents funds paid on behalf 
of Chino Meadows by Mr. Levie. The payments were related to fire loss expenses 
incurred in January 2012. The balance at the end of the test year was $5,000.00. 

2234.02- Due to Equestrian Construction, LLC - This amount due was recorded in 
error. There was no balance due at the end to the test year. 

2234.06- Payable to GMWC - This account represents funds paid on behalf of Chino 
Meadows for various categories of expenses incurred by Chino Meadows in 
November of 2012. The balance is not a payable in the traditional sense. The 
balance would be more properly characterized as an intercompany balance, similar to 
what would be recorded between a parent holding company and utility subsidiary 
companies or between utility subsidiary companies when cash is transferred from one 
utility subsidiary to the parent holding company or another utility subsidiary and vice 
versa. Chino Meadows is not required to make any payments to Granite Mountain. 
Should Chino Meadows provide funds to or on behalf of Granite Mountain or transfer 
funds to Granite Mountain, the intercompany balance would be reduced. The balance 
at the end of the test year was $19,891.00. 

c. The entries and balances in this account do not denote long-term indebtedness. 
Accordingly, the Company has not requested authorization by the Arizona 
Corporation Commission for indebtedness payable at periods of more than twelve 
months pursuant to ARS 40-301-B for any entry or balance in this account. 
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434 PM 

11/21/14 

Accrual Basis 

Date Num 

2234.00. Acch Payable-Assoc Companies 
___ __ 

2234.01 . Payable lo  PDL 
General Journal 12/31/2011 
General Journal 01/05/2012 ml 
General Journal 01/10/2012 ml 
General Journal 02/04/2012 ml 
Check 03/15/2012 5143 
Check 12/31/2012 5798 
Check 12/31/2012 5798 
Check 12/31/2012 5799 
General Journal 12/31/2013 JLF 

Chino Meadows II Water Co., Inc. 
Account QuickReport 

As of DecemberJI, 2013 

Management Services for 201 1 
Fire Investigations ServiceDallas C. Lane. CFI 
Purchase of Computers, Monitors. Router. Cabies, Printer afler Fire 
Pwchase of Computers, Monitors, Cables, and Exl Hard Drive after Fire 
Management Fee 201 1 
Reimb-Purchase‘of Computers. Monitors. Router. Cables, Printer after Flre 
Reimb-Purchase of Computers. Monitors. Cables, and Exi Hard Drive afler Fire 
Reimb for Fire Investigations Service-Dallas C. Lane. CFI 
Redassify check Io PDL for properly 

Paul D. Levie P.C. 
Paul D. Levie 
Paul D. Levie 
Paul D. Levie 

Total 2234.01 . Payable to PDL 

2234.02 Payable Equestrian Development 
General Journal 06/28/2013 Equestrian Develo ... Reim for Office Fire Insurance Claim Proceeds for Property 8 Labor 

Total 2234.02 ’ Payable Equestrian Development 

2234.03 Paul 0. Levie. P.C. 
General Journal 12/31/2010 jlf12l ... Record Fees to PDL Entity 
C W  01/01/2011 3481 Paul D. Levie P.C. Management Fees2010 

Total 2234.03 ’ Paul 0. Levie. P.C. 

2234.05 . Paul 0. Levie Tnnt 
Deposit 04/30/2012 4424 Paul D. Levis Trust Short-Term lnterwmpany Acct to wver Property Tax Payment 
Chack 10/11/2012 ,5530 Paul D. Levie Trust Reimb for Shm-Term Loan to Pay 201 1 Property Taxes 

Total 2234.05 ‘ Paul D. Levie Trust 

2234.06. Payable to GMWC 
0111 3/2010 
02/19/2010 Elect.. Granite Mountain ... Transfer to Repay Loan from 12/22/09 from GMWC 
02/19/2010 Elect.. Granite Mountain .._ Transfer to Repay Loan fmm 01/13/10 from GMWC 

Granite Mountain .._ Loan fmm GMWC cover Payroll Tax Liabilities Deposit 
Check 
Check 
Deposit 
Check 
Deposit 
Check 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
General Journal 
Check 
Check 
Check 
Deposit 
Deposit 
Check 

04/25/2011 

10/13/2011 
10/26/2011 
12/12/2011 
12/21/2011 
12/21/2011 
01/12/2012 
01/12/2012 
01/12/2012 
01/12/2012 
01/2M012 
01/20/2012 
01 /24/20 12 
01/24/2012 
01/24/2012 
03/05/2012 
03/27/2012 
1011 1/2012 
10/11/2012 
1011 1n012 

11/14/2012 
12/27/2012 

08mnoi  1 

I 1109/2012 

1579 
Elect.. 

electr... 
ml 

rnl 
ml 
5529 
5529 
5529 

Elect.. 

Granite Mountain ... 
Granite Mountain ... 
Granite Mountain __. 
Granite Mountain ... 
Arizona Departme ... 
Arizona Departme ... 
Bob’s Complete A.. 
Advanced info SyS ... 
Postmaser 
AZCOM Systems 
Bennett Oil 
Hill Brothers Che... 
Staples 
Craig A. Marks PLC 
Mcor Water Solut.. 

Costw Wholesale 
Granite Mountain .._ 
Granite Mountain .__ 
Granite Mountain ... 
Granite Mountain ... 
Granite Mountain ... 
Granite Mountain ... 

Loan from Granite Mountain for Line Extension Project 
Transfer to Repay Loan hom GMWC for Center St Exi (McMains) 
Transfer fmm GM to CM to wver Acds Payable 
Reirnb. fw  Transfer from GM to CM to cover AcctJ Payabie 
2005 Chevy 2SOOHD VIN: lgbgc24u65e269326 
Registration 8 Tine 2005 Chevy C2500HD Service Truck 
(3) Vehicle TiUe Replacements after Fire 
2005 Chevy-Pitman Arm, Outer Tie Rod End. Eng Oil Cooler 
Inv 91 10 Dec 201 1 Billing 
Postage Dec 201 1 Billing 
lnv 1520 Setup phone lines at new office 
Acd263 Inv 93277 01/15/12 
Inv4356308 (12) 13qal 12.5% Chlorine 
CMll Fire L o u  WCe Supplies 
Rate Case 10.30hrs Legal Services 
Rate Case 6.4hrs Consultant Fees 
Due to GMWC Mar 2012 
Storage &xes-Fire 
Reim for Purchase of 2005 Chevy HD25W Service Truck 
Reirn for Ewnses Diredy Related to Office Fire 
Reirn for CMll Operating ExpenresLoan for Accts Payable 
From GM to CM to cover Insurance Premium 
Fmm GM M CM to Pay Management Fee 
Reimb for G p  Related to Insurance Prem & Mngt Fee 

Amount 

30.wO.00 
5,000.00 
3.853.83 
2,276.65 

-30.000.00 
-3,853.83 
-2,276.65 
-5.000.00 
5.000.00 

5,000.00 

I 1.608.82 

Balance 

6,000.00 
0.00 

30.000.00 
35.000.00 
38.853.83 
41.130.48 
1 1.130.48 
7.276.65 
5.000.00 

0.00 
5.000.00 
5.000.00 

0.00 
1 1.608.82 

11.608.82 

30,000.00 
-30,000.00 

0.00 

4,000.00 
4.wO.00 

0.00 

2,000.00 
-6.m.00 
-2.000.00 
13,353.00 

-13,353.00 
1o.wo.00 

-10.w0.00 
9.245.75 

257.91 
12.00 

1.1 04.07 
342.15 
354.72 
380.00 
426.06 
381.08 

5,357.33 
3.654.53 
1,184.00 
2.931.20 
6,146.93 

-9,245.75 
-1 1.221.60 
-1 1.310.38 
10.891.00 
30,000.00 
-21.wo.w 

11,608.82 

0.00 
30,000.00 

0.00 

0.00 
0.00 

4.000.00 
0.00 

0.00 
6.000.00 
8,000.00 
2,000.00 

0.00 
13.353.00 

0.00 
10,000.00 

0.00 
9,245.75 
9,503.66 
9.515.86 

10,619.73 
10,961.88 
11.316.60 
1 1,696.64 
12,122.66 
12,503.74 
17.861.07 
21 515.60 
22,699.60 
25,630.80 
31,777.73 
22.531.98 
11,310.38 

0.00 
30.891.00 
40.891 .OO 
19,891 .oo 

Total 2234 ffi . Payable to GMWC 13,891.W 19.891 00 

Total 2234.00. Accts Payable-Assoc. Companies 30.499.82 36.499.82 

TOTAL 30.468.02 36,499.82 
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EXECUTIVE SUMMARY 
CHINO MEADOWS I1 WATER CO., INC. 

DOCKET NO. W-0237OA-14-0231 

Staffs surrebuttal testimony responds to Chino Meadows I1 Water Co., Inc. (“Chino 
Meadows”, “CM’ or “Company”) rebuttal testimony on the following issues: 

1. Cost Allocations 

2. Rate Base 
a. Contributions in Aid of Construction (“CIAC7) for Unsupported Plant, 

Amortization of CIAC and Amortization of CIAC based on Composite Rate 
Adjustments’ 
CIAC from Insurance Proceeds and Amortization of CIAC b. 

c. Accumulated Depreciation 
d. Cash Working Capital 

3. Operating Income 
a. Allocations to Water Companies 
b. Depreciation Expense 
c. Property Tax Expense 
d. Income Tax Expense 

4. RateDesign 

5. Other Issues 

Staff’s Primary Recommendation: 

In direct testimony, Staff recommended total operating revenue of $357,985, which resulted 
in a $0 (0.00 percent) increase over the Staffs adjusted test year revenue of $357,985. Staff also 
recommended test year expenses of $301,230. Staffs recommendation would produce $56,754 in 
operating income. This current and recommended cash flow level results in a 41.93 percent rate of 
return and a 15.85 percent operating margin. 

However, Staffs surrebuttal testimony now supports adjusted test year operating expenses 
of $310,068. This results in an operating income of $47,916. This cash flow level results in a 29.66 
percent rate of return and a 13.38 percent operating margin. 

Staff’s Alternative Recommendation: 

In direct testimony, Staffs alternative recommendation would result in a decrease in the 
current rates. These recommended rates would produce total operating revenue of $299,772, a 
$58,212 (16.26 percent) decrease, from Staffs adjusted test year revenue of $357,985, to provide a 

~ 

1 Staff included the adjustment to the amortization of CMC based on composite rates which was omitted from direct 
testimony filed. Staff corrected the error and included this adjustment within Rate Base Adjustment No. 1. 



$13,537 opexating income and a 10.00 percent rate of return on Staff adjusted original cost rate base 
(“OCRB”) of $135,369. OCRB and fair value rate base (“FVRB”) are deemed to be the same. 

Staffs alternative recommendation has been adjusted in surrebuttal testimony and also 
results in a decrease in the current rates. These recommended rates would produce total operating 
revenue of $316,072, a $41,916 (11.71 percent) decrease, from Staffs adjusted test year revenue of 
$357,985, to provide a $lG,153 operating income and a 10.00 percent rate of return on Staff adjusted 
OCRB of $161,528, as shown on Surrebuttal Schedule TBH CM-1B. Again, OCRB and FVRB are 
deemed to be the same. 

The Company and Staffs recommended revenue requirements and associated rate increase 
are summarized as follows: 

Revenue Reaukement Revenue Change O/o Chanze 
Company Application $497,378 $1 39,014 38.79% 

0.00% 
Staff Direct Alternative $299,772 ($58,212) (lG.26Y0) 
Company Rebuttal $402,603 $44,618 12.46% 

Staff Surrebuttal Alternative $316,072 ($41,916) (1 1.71 yo) 

Staff Direct $357,985 $0 

Staff Surrebuttal $357,985 $0 0.00% 
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I. INTRODUCTION 

Q. 
A. 

Q- 
A. 

Please state your name, occupation, and business address. 

My name is Teresa B. Hunsaker. I am a Public Utilities Analyst I11 working for the Arizona 

Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Teresa B. Hunsaker who filed direct testimony in this case? 

Yes. 

11. PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 

A. 

Q. 

A. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in t h i s  proceeding is to testify on behalf of Staff 

regarding the additional changes Staff made to its direct testimony and respond to the 

rebuttal testimony of Mr. Ray L. Jones, witness for Chino Meadows I1 Water Company Inc. 

(‘‘Chino Meadows”, “CMy or “Company”). 

What issues will you address? 

I will address the issues listed below that are discussed in the rebuttal testimony of the 

Company’s witness Mr. Ray L. Jones. 

1. Cost Allocations 

2. Rate Base 
a. Contributions in Aid of Construction (“CIAC”) for Unsupported Plant 

Amortization of CIAC and Amortization of CIAC based on Composite Rate 
Adjustments2 

b. CIAC from Insurance Proceeds and Amortization of CIAC 
c. Accumulated Depreciation 
d. Cash Working Capital Allowance 

* Staff included the adjustment to the amortization of CMC based on composite rates which was omitted from direct 
testimony fled. Staff corrected the error and included this adjustment within Rate Base Adjustment No. 1. 
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3. Operating Income 
a. Allocations to Water Companies 
b. Depreciation Expense 
c. Property Tax Expense 
d. Income Tax Expense 

4. RateDesign 

5. Other Issues 

Q. 
A. 

Q. 

A. 

Is Staff enclosing new schedules? 

Yes. Staff has made changes to direct testimony schedules and has provided new surrebuttal 

schedules. 

Did you attempt to address every issue raised by Chino Meadows in its rebuttal 

testimony? 

No. I limited my discussion to certain issues as outlined below. My silence on any particular 

issue raised in the Company’s rebuttal testimony does not indicate that I agree with the 

Company’s stated rebuttal position on the issue. Rather, where I do not respond, I rely on 

my direct testimony. 

111. SUMMARY OF PROPOSED REVENUES 

Q. 

A. 

Please summarize Staffs recommended revenue. 

Staff recommends that the Company’s current rates remain the same. Staffs recommended 

rates will produce total operating revenue of $357,985, a $0 (0.00 percent) increase, over the 

Staffs adjusted test year revenue of $357,985 and adjusted test year expense of $310,068, to 

produce a $47,916 operating income. That level of cash flow results in a rate of return of 

29.66 percent as shown on Schedule Surrebuttal TBH CM-1A. Staffs recommended rates 

would result in no change for the typical residential 5/8 x 3/4-inch meter bill with a median 

usage of 3,469 gallons at $26.45, as shown on Surrebuttal Schedule TBH CM-25A. 
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St&s Atemahue Reeommendution 

Staffs alternative recommendation results in a decrease in the current rates. These 

recommended rates would produce total operating revenue of $316,072, a $41,913 (11.71 

percent) decrease, from Staff’s adjusted test year revenue of $357,985, to provide a $16,153 

operating income and a 10.00 percent rate of return on Staffs adjusted original cost rate base 

(“OCRB”) of $161,528, as shown on Surrebuttal Schedule TBH CM-1B. Staffs 

recommended rates would decrease the typical residential 5/8 x 3/4-inch meter bill with a 

median usage of 3,469 gallons from $26.45 to $22.76, for a decrease of $3.69 or 13.96 

percent, as shown on Surrebuttal Schedule TBH CM-25B. OCRB and fait value rate base 

(“FVRF3”) are deemed to be the same in Staffs Schedules. 

IV. COST ALLOCATIONS 

Q. 

A. 

Q. 
A. 

Did Staff review the Company’s proposed allocations in the Company’s rebuttal 

testimony? 

Yes. 

What was the Company‘s proposed common cost allocations? 

Chino Meadows is proposing the use of two allocators in determining common expense 

allocations. Those two allocation factors would be based on customer count (welghted) and 

gross plant. The Company’s gross plant allocation percentage uses test year end plant 

balances and does not consider the impact of recognizing post-test year plant addtions in 

Granite Mountain. The result would be to allocate 80.5 percent of common cost to Chino 

Meadows, 19.5 percent to Granite Mountain, and 0.0 percent to Antelope Lakes, all 

beginning in 201 6. 
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Q. 

A. 

Q. 
A. 

Does Staff accept the Company’s proposal for cost allocation method? Please explain. 

No. Staff reviewed and analyzed several alternative scenarios including those proposed by 

the Company. These scenarios included the inclusion of the post-test year plant for Granite 

Mountain, using gross plant versus net plant and weighting the different factors. Although 

Antelope Lakes has few customers, Company employees st i l l  service, repair and operate th is  

utility and therefore, costs should be allocated accordingly. Based on the review of numerous 

different scenarios, Staff has modified its original 4-factor allocation recommendation and 

now recommends the use of a simpler method. 

What allocation basis is Staff now recommending? 

Staff is recommending the use of following allocation percentages: Antelope Lakes 1.0 

percent, Chino Meadows 75.0 percent and Granite Mountain 24.0 percent as shown on 

Surrebuttal Schedule TBH CM-19e. Staff recommends that these allocation percentages be 

considered to be fixed and that the percentage not be changed for this case regardless of the 

level of post-test year plant ultimately allowed by the Commission. The reason Staff is 

recommending the use of these specific allocation percentages is that the level of post-test 

year plant to be allowed is st i l l  at issue and changes in the gross/net plant levels would drive a 

dlfferent expense allocation mix if gross or net plant was one of the allocation factors, and we 

do not believe that repeated recalculation of these allocators is required. However, Staff will 

revisit the allocation basis issue in the next rate case. Therefore it recommends each utility 

company should be prepared to support the reasonableness of the allocation basis. 

V. RATEBASE 

Q. 

A. 

What changes did Staff make to Rate Base in swebuttal testimony? 

Staff made changes to the following adjustments: 
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1. Rate Base Adjustment No. 1 - CIAC for Unsupported Plant, Amortization of CIAC and 

Amortization of CIAC Based on Composite Rate Adjustments 

2. Rate Base Adjustment No. 2 - CIAC from Insurance Proceeds and the Amortization of 

cL4c 
3. Rate Base Adjustment No. 7 - Accumulated Depreciation 

4. Rate Base Adjustment No. 8 - Cash Working Capital Allowance 

Rate Base Acijistment No. 1 - Unsqtpoorted Plant Trrated as CMC, Amodixation of ClAC and Amod~attion of 

CLAC Based on Composite Rates Adjustment 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning unsupported plant 

treated as CIAC and Amortization of CIAC? 

Yes. 

What was the Company’s main concern? 

The Company raised concerns regarding Staffs recommendation to remove 10 percent of the 

$42,759 cost of plant in service from rate base, due to the Company not being able to provide 

detailed invoices or copies of cancelled checks related to these plant additions. 

Did Staff make changes to its initial Rate Base Adjustment No. 1 - Unsupported 

Plant treated as CIAC and the Amortization of CIAC recommendation? 

Yes. 

Please explain Staft’s changes to Rate Base Adjustment No. 1 - Unsupported Plant 

treated as CIAC? 

Staff corrected its previous adjustment for the amortization of the CIAC based on the 

appropriate depreciation rates and amortization period added in 2013 as shown on 



1 

2 

3 

4 

r; - 
c 
r 
I 

I 

5 

1( 

11 

1: 

1: 

1 4  

1: 

1( 

1: 

1t  

1< 

2( 

21 

2: 

2: 

2d 

21 

Q. 

A. 

Surrebuttal Testimony of Teresa B. Hunsaker 
Docket No. W-02307A-14-0231 
Page G 

Surrebuttal Schedule TBH CM-5. This modification is being made in response to arguments 

raised in the Company’s rebuttal testimony. 

Did Staff make additional adjustments to the amortization of CIAC? 

Yes. Staff inadvertently failed to include a portion of the amortization of CIAC. Staff made 

the additional adjustments to correct for CIAC within its adjustment. These adjustments 

were included in Rate Base Adjustment No. 1 in order to maintain the current order of 

adjustments within its direct testimony Staffs additional adjustment reflects Staffs 

calculation of the amortization of CIAC for the prior CIAC balance based on the annual 

composite rates. The CIAC additions were amortized based on the identified and appropriate 

depreciation rates as shown on Surrebuttal Schedule TBH CM-5, Line 3. 

Rate Base A#nst.ent No. 2 - CIACfor Phntpaidfor &tb InSarame Pmceedf andAmodxation of ClAC 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning plant paid for with 

insurance proceeds treated as CIAC by Staff? 

Yes. 

What was the Company’s position on this adjustment? 

The Company pointed out a mathematical error in Staffs calculations. 

Did Staff correct the error in its schedules? 

Yes. Staff corrected its adjustment for the amortization of the CIAC based on the 

appropxiate depreciation rates and amortization period as shown on Surrebuttal Schedule 

TBH CM-6. 
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Rate Base Aajustment No. 7 - Acmmukated Depreciation 

Q. Did Staff review Chino Meadows' rebuttal testimony concerning a possible 

calculation error in Stafps accumulated depreciation balance? 

Yes. The Company pointed out a mathematical error made in the calculation of the 

accumulated depreciation due to fully depreciated plant being removed for the calculation 

provided by Staff. Staff corrected the adjustment for the accumulated depreciation as shown 

on Surrebuttal Schedule TBH CM-11. 

A. 

Rate Base Aajustment No. 8 - Cad Working CapitalAlhwance 

Q. Did Staff make any adjustments to its Cash Working Capital Allowance 

recommendation? 

Yes. Staffs adjustment reflects Staffs calculation of the cash workmg capital based upon 

Staff's corrected adjusted test year operating expenses and recommendations. 

A. 

Summary OfRate Base A#udmenents 

Q. 

A. 

What is Staffs current rate base recommendation? 

Staffs direct testimony recommended rate base was $135,369 and Staffs surrebuttal 

testimony recommended rate base is $161,528, an increase of $26,159. 

VI. OPERATING INCOME 

Q. What changes did Staff make to Operating Income in its surrebuttal testimony? 

A. Staff made changes to the following adjustments: 

1. 

2. 

3. 

Operating Income Adjustment No. 5 - Allocations to Water Companies 

Operating Income Adjustment No. 6 - Depreciation Expense 

Operating Income Adjustment No. 7 - Property Tax Expense 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

# 

Surrebuttal Testimony of Teresa B. Hunsaker 
Docket No. W-02307A-14-0231 
Page 8 

4. Operating Income Adjustment No. 8 - Income Tax Expense 

Operating Income A#ustment No. 5 - Allocations to Water Companies 

Changes to the 4-factor allocation discussed above in the Cost Allocation ection. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning Allocations? 

Yes and Staff addressed the Company’s concerns about the allocations in the Common Cost 

Allocation section above. Staff also reviewed the Company’s rebuttal testimony regaxdmg 

Mr. Levie’s salary. 

Does Staffs position change with regards to Mr. Levie’s salary? 

N O .  

What percentage is Staff now recommending for allocations for Chino Meadows? 

Staff allocated 75 percent to Chino Meadows for common costs for the regulated companies 

instead of 70.12 percent originally used in direct testimony. The change in the percentage 

used resulted in an increase of $13,373 in common costs allocated to Chino Meadows. The 

changes in the allocations are shown Surrebuttal Schedules TBH CM-19a and TBH CM-19e. 

Operating Income A#uestment No. G - Deppreciation Eqense 

Q. Did Staff review Chiao Meadows’ rebuttal testimony concerning Depreciation 

Expense? 

Yes. The Company is concerned about the differing levels of CIAC amortization being used 

by Staff, and the Company disagreement about Rate Base Adjustment No. 1 for Unsupported 

Plant treated as CIAC. 

A. 
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Q. Has Staff’s position changed regarding the differing levels of CIAC amortization 

changed? 

Yes. Staff has corrected errors in CIAC being amortized and Staff continues to recommend 

Rate Base Adjustment No. 1 for Unsupported Plant treated as CLAC. Staff has adjusted the 

CIAC amortization as shown on Surrebuttal Schedule TBH CM-20. 

A. 

Operating Income Agustment No. 7 - P m p q  Tax Expense 

Q. 

A. 

Did Staff make any adjustments to Property Tax Expense? 

Yes. Staff recommends $17,694 for test year propeq tax expense, a $976 decrease from the 

Company’s proposed amount, as shown on Surrebuttal Schedule TBH CM-21. Staff further 

recommends adoption of its Gross Revenue Conversion Factor (“GRCF”) that includes a 

factor for Prop- Tax Expense, as shown on Surrebuttal Schedule TBH CM-2. Property tax 

expenses are shown on Surrebuttal Schedules TBH CM-13A and TBH CM-13B. 

Operating Income A~ustment No. 8 - Income Tax Expense 

Q. 

A. 

Did Staff make any adjustments to Income Tax Expense? 

Yes. Staff applied the statutory state and federal income tax rates to Staffs revised test year 

taxable income. Income tax expenses for the test year and recommended revenues are shown 

on Surrebuttal Schedules TBH CM-13A and TBH CM-13B. 

VII. STAFF’S RECOMMENDED WATER RATE DESIGN 

Q. 

A. 

Please provide a description of Staff’s recommended rate design. 

Under Staffs primary recommendation, Staff continues to recommend no changes in the 

Company’s current rate design as recommended in Staffs direct testimony as shown on 

Surrebuttal Schedule TBH CM-24A. 
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S t g s  A/temative fimmmeendation 

Q. 

A. 

Q. 

A. 

Please provide a description of Staff's recommended rate design for Staff's Alternative 

Recommendation. 

Because Staff is recommending a rate decrease in its alternative consideration, Staff also 

recommends decreases in the minimum monthly charge for all meter sizes. Staff 

recommends that the monthly minimum for the 5/8 x 3/4-inch meter be $14.75. Staff 

recommends maintaining the break-over points contained in present rates for the smaller  

meter sizes. First 

commodity tier rate would decrease by $0.20 from $2.40 per 1,000 gallons to $2.20 per 1,000 

gallons. Second commodity tier rate would decrease by $0.20 from $3.20 per 1,000 gallons to 

$3.00 per 1,000 gallons. Third commodity tier rate would decrease by $0.20 from $4.20 per 

1,000 gallons to $4.00 per 1,000 gallons. The typical 5/8 x 3/4-inch meter bill with a median 

usage of 3,469 gallons would decrease by $3.69 from $26.45 to $22.76. Staffs recommended 

rates are shown in Surrebuttal Schedule TBH CM-24B and the typical bill analysis for 5/8 x 

3/4-inch meter customers is shown in Surrebuttal Schedule TBH CM-25B. 

Staff recommends a decrease to commodity rates in all three tiers. 

Did Staff prepare schedules showing the average and median monthly bill for present 

rates, Company's proposed and Staff's recommended and alternative rates? 

Yes. Staffs surrebuttal testimony schedules present Staffs recommended rates on TBH CM- 

25A and Staffs alternative recommendation on TBH CM-25B. These surrebuttal schedules 

present the average and median monthly bill for present rates, Company's proposed rates and 

Staffs recommended rates for each alternative recommendation. However, Staff did not 

prepare surrebuttal schedules comparing the Company's rebuttal proposed rates to Staffs 

surrebuttal recommended rates. 
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VIII. OTHER ISSUES 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues 

regarding the Code of A€€iliate Conduct? 

Yes. The Company does not oppose the development of a Code of Affiliate Conduct as 

recommended by Staff. However under the Company’s current position, it would only be 

adopted by the ACC-regulated afhliates. 

What is Staffs position about the Code of Affiliate Conduct? 

Staffs position has not changed from its direct testimony. Staff would note that transactions 

between affihates are closely scrutinized through the audit process and in the current cases a 

number of transactions required appropriate adjustments due to affiliate transactions between 

regulated and unregulated affiliates as well as family members. While the Commission may 

not order unregulated affhtes to abide by t h i s  Code of Affiliate Conduct, the Commission 

expects the Company to operate pursuant to that Code in its de- with the unregulated 

affiliates. If the unregulated affiliates do not abide by the Code, additional time will be 

required in future rate case audits, and hgher rate case expense may result so voluntary 

comphnce by the unregulated affiliates would reduce possible disallowances and lower rate 

case expense. 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues for the 

Cost Allocations and Staffs recommended reporting of Corporate Cost Allocations? 

Yes. The Company’s position is addressed above in the Common Cost Allocation Section. 

The Company deems the separate reporting to be unnecessary and proposes to have this 

reporting addressed in the Code of Affiliate Conduct. The Company states that Staffs 

current recommendation related to this reporting requirement is not detailed enough. 
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Q. 

A. 

Q. 

A. 

What is Staff’s position about the Cost Allocations and the reporting of Corporate 

Cost Allocations? 

Staffs position is addressed above in the Cost Allocation Section. Staff would agree that the 

reporting requirements and reporting details should be addressed in the Code of A f f i t e  

Conduct but still deems this recommendation necessary. 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues for the 

f i l iate  Receivable and Payables? 

Yes. Recommendation 1: The Company’s position is to accept that the Company should 

collect all receivables from affiliates within one year of the Decision in this case. The 

Company accepts this recommendation but does occasionally advance funds to unaffiliated 

employees. 

Recommendation 2 The Company’s position is to accept that the Company should cease 

making any further personal loans or advances with Company funds. The Company accepts 

this recommendation but does occasionally advance funds to unaffiliated employees. 

Recommendation 3: The Company’s position does not accept the recommendation in its 

entirety that the Company should pay all payables to affiliates within 24 months of the 

Decision. However, the Company does support the recommendation with respect to 

unregulated affiliates. The Company indicated that an issue may arise of a potentially taxable 

dividend to Mr. M e  due to this recommendation. 

Recommendation 4: The Company’s position does not accept the recommendation in its 

entirety that the Company should obtain specific authorization by the Commission for 

indebtedness payable, indudmg amounts appearing in affiliate payable accounts. However, 
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the Company does support the recommendation with respect to unregulated afhliates. The 

Company indicated that an issue may arise of a potentially taxable dividend to Mr. Levie due 

to this recommendation. 

Q* 

A. 

What is Stail’s position about the other issues for the Affiliate Receivable and 

Payables? 

Recommendation 1: Staff’s position is that the Company should collect all receivables within 

one year from the date of the Decision and the Company should not occasionally advance 

funds to unaffiliated employees. 

Recommendation 2: Staffs position is that the Company should cease makhg any further 

personal loans or advances with Company funds and the Company should not occasionally 

advance funds to unaffiliated employees. 

Recommendation 3: Staffs position has not changed from direct testimony. The Company 

should pay all payables to affiliates within 24 months of the Decision in this case. 

Additionally, Speculation on the potential taxable dividend to Mr. Levie is not relevant in this 

case. Staff notes that the Company is a “for profit” entity and a taxable dividend would seem 

appropriate. 

Recommendation 4 Staffs position has not changed from direct testimony regarding 

indebtedness. Staff is not prepared to speculate on the potential taxable dividend to Mr. 

Levie in this case. 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning Staffs 

recommendation regarding the appointment of an Interim Manager? 

Yes. The Company is opposed to an interim manager without due process. 

What is Staffs position about the appointment of an Interim Manager? 

Staffs position is that the Company is being provided due process opportunities through the 

processing of this rate case. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 
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Surrebuttal Schedule TBH CM-lA 

- 
LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

DESCRIPTION 

Adjusted Rate Base - OCRB and FVRB 

Adjusted Operating Income (LOSS) 

Current Rate of Return (L2 / L1) 

Required Operating Income (L3 * L1) 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor 

[ncrease (Decrease) In Gross Revenue (IAi * L5) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L7 + L8) 

Required Increase/(Decrease in Revenue) (?%) &8/L9) 

References: 

[A1 

COMPANY 

$171,398 

($26,998) 

-15.75% 

$74,604 

$101,603 

1.3682 

$139,014 

$358,364 

$497,378 

38.79% 

Pl 

STAFF 

$161,528 

$47,916 

29.66% 

$47,916 

$0 

1.3196 

$0 

$357,985 

$357,985 

0.00% 

Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column @3]: Staff Schedules Surrebuttal TBH CM-2, TBH CM-3, & TBH CM-13A. 
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Surrebuttal Schedule TBH CM-1B 

I . I &. \ <  REVENUE REQUIREMENT - STAEIF’S ALTERNATIVE RECOMMENDATION *%@;’ I 
_c_ 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base - OCRB and FVRB 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (LA * L1) 

Operating Income Deficiency (L5 - LZ) 

Gross Revenue Conversion Factor 

[ncrease (Decrease) In Gross Revenue (L7 * L6) 

Adjusted Test Year Revenue 

Proposed h u a l  Revenue (L8 + L9) 

Required Increase/(Decrease in Revenue) (‘YO) (L8/L9) 

[A] 

COMPANY 

$171,398 

($26,998) 

-15.75% 

43.53% 

$74,604 

$101,603 

1.3682 

$139,014 

$358,364 

$497,378 

38.79% 

References: 
Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column [B]: Staff Schedules Surrebuttal TBH CM-2, TBH CM-3, & TBH CM-13B 

A 

STAFF 

$1 61,52t 

$47,916 

29.66% 

10.00% 

$16,152 

($31,764: 

1.319t 

($41,914: 

$357,98f 

$316,072 

-11.71% 



Chino M&wB I1 Water Co, Inc. 
Docket No. W4237OA-1-1 
Test Year Ended Decemh 31 2013 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 

33 
34 

35 
36 
37 
38 

32 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
59 
51 
52 

53 

54 
55 

Suneburrsl Schedule TBH CM-2 

GLulntion of E.&Sw h t m t ~  TGX F~rrm 

Combined Fcded and State Income Tax Rate (Ll7) 
One Mimu Combined Incomc Tax Rate (Ll8 - L19) 
Property Tnx Factor 
Effective Propertg Tax Factor (I-20 * L21) 
Combined FederPl md State Income Tax nnd propertg Tax Rate (L17 + LZZ) 

RcquucdOpemhgIncome 

Rcquircd Increase m OpaaiOg Income (L24 - L25) 

Income Taxes on Recommmdcd Rcnmuc (Col. [q, L52) 
Incomc Tnwa on Teat Ycnr R e ~ n r e  (CoL [A], LSZ) 
Required Inarnsc in Revenue to Provide fox Incomc Taxa (Ln - L28) 

RccommendcdRcvmucRequirrmmr 
UncoDectible Rnte ( Ime 10) 

Adjusted T a t  Y w  Uncollectible Expense 
R e e c d  Inarnsc in Rcvcnuc to Provide for UncoUccnblc Exp. p J 2  - L33) 

PwpmyTaxwithRecanmdRevanv 
Pmpcuy Tax on T a t  Y c u  RevunIC 
Increase m Pqxrty Tnx Due to Increase m Revenue F35 - W) 
Totnl R e q u i d  Inciennc m Revenue (LZ6 + L29 + L34 + L37) 

Unity 

AdptedTest Y w  opailg Income &as) 

uncommiie E X ~ S C  On R C C O I T X U ~  p o  * ~31) 

c2c&tun o f  Inmm Tax 
Rcnrmc 
Opcrs6q+g~xpcnsaExcludmgIncomcTnxcs 

AdzopllTnwble Itlcame F39 -L40 -Ul) 
hkma State Income Tax Rate 
A i w n n  Income Tax (L42 * L43) 
Fcdcrnl Tpvnble Income (L42 - L44) 
Fcdcrnl Tax on First Income Brnckct ($1 - $sO,OOO) @ 15% 
Fcdcd Tax on Second Income Backet ($51,001 - $75,000) @ 25% 
Fcded Tax on Third h m e  Bracket @75,001- Sl00,OOO) @ 34% 
Fcded Tax on Fourth Income Bracket ($100,001- f335,OOO) @ 39% 
Fcdcd Tax on FiW Income Bmckct ($335,001 - $lO,OOO,OOO) @ 34% 
Totnl Fcded Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

App!icaLdc Fedenl Incnnc Tax Rate (CoL [q. I51 - CoL [A], El] / [Col. [q. L45 - CoL [A], L45) 

GL-ulMn ofInrmrt Smcbmi&: 
RateBse 
Weighted Average Cost of Debt 

Synduompd Intemt (L56) 

[AI Pl 
[NE 
gQ DESCRIPTION 

I I 1 

100 00% 
21.880h 
78.12% 
1.65% 

$16,153 
47,916 

$ 4 F 4  
12,958 

$316.072 
1.35% 
$ 4 3 3  
$4,833- 

$17,003 
17,694 

1m 

($31,76 

(839 

(571 

, (69 

100.Wh 

Test Year and Staff 
RCCOUlUlendatiOU 

$357985 
297,110 

0 
60,874 
6 00% 
3,652 

57222 
7 w J  
1,805 

0 
0 

($41,991 
( 1 3  

SteffAltanative 
Recommendation 

$316,072 
295,85S 

C 
20,217 
6.w1 
1,21? 

19,004 
2,851 

C 
C 
c 
C 

2,851 
4,064 - - 

16.88973 



Chino Meadows XI Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31,20l3 

Surrebuttal Schedule TBH CM-3 

LINE 
- NO. 

1 
2 
3 

4 

6 
7 
8 

9 

10 

12 

13 

- 

DESCRIPTION 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Advances in Aid of Construction (LILAC) 

Contributions in Aid of Construction (CUC) 
Less: Accumulated Amortization 

Net CIAC 

rotal Advances and Contributions 

Customer Deposits 

ADD: Worknp Catitd 

Cash Workmg Capital Allowance 

Total Rate Base 

[A] 
C O M P m  

As 
FILED 

$843,924 
670,573 

$173,351 

$13,219 

31,478 
11,005 

$20,473 

33,692 

1 1,740 

43,479 

$1 71,398 

References: 
Column [A], Company Application - Attachment No.1 Supplemental Page 1 
Column p): Schedule TBH CM-4 
Column [C]: Column [A] + Column p3 

[Bl 

STAFF 
ADWSTMENTS 

($48,014 
(56.657 
$8,643 

($3,649: 

10,406 
2,367 

$8,039 

4,390 

0 

(1 4,122: 

($9,87q 

[C] 
STAFF 
As 

ADJUSTED 

$795,910 
61 3,916 

$181,994 

$9,571 

41,884 
13,372 

$28,512 

38,082 

11,740 

29,357 

$161,528 





#. 

S-budSchdukTBH CM-5 

0 
1 
12 
$3 
)4 

$5 
$6 
I7 
I8 
I9 
M 
41 
12 
43 
44 
45 
46 
41 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 

Fmm Schedule TBH CM4W Ad1 No 2 

From Schedule TBH CM-5/RB Ad( No 1 
From Schedule TBH CM-51RB A@ NO 1 
From Schedule TBH CM 5/RB Ad( NO 1 
From Schedule TBH CM-6IRB A 4 2  No 
Fmn Schedule TBH CM-51RB A d 1 1  NO 



~~ 

Surrebuttal Schedule TBH CM-6 

LINE 
NO. 

1 
2 
3 

* 
Chino Meadows I1 Water Cn., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,2013 

COMPANY STAFF STAFF 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

0 6,130 6,130 
CIAC for 2012 Plant Addition, Acct No. 340.1 - Computers &Software Offset by Insurance Proceeds ' $0 $6,130 $6,130 

Total CIAC on Acct. No. 340.1 - Computers & Software from Insurance Proceeds 

[A1 IBl M 
I I I I I 

4 
5 
6 
7 
8 
a 

Company Proposed Amort of CIAC Related to Insurance Profeeds for Fire 0 0 0 
Amort Of CIAC on lnsurance Proceeds for Computers & Software 0 1,839 1,839 

Total Amortization of CIAC 0 1,839 1,839 

1 sol $4,291 I $4 , 291 NetCIAC 
~ 

10 
11 
12 
13 
14 
15 
16 

~ I 
References; 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.4 
Column [B]: Testimony, TBH 
Column [c]: Column [A] + Column [B] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,U)U 

I % . i - RATE BASE ADJUSTMENT NOL3-MAC REFUNDS NOT RECOGNIZED IN TEST'YEAR , 'I 

LINE COMPANY STAFF STAFF 
AS FILED ADJUSThtENTS AS ADJUSTED 

$1 3,219 $0 $13,219 1 
2 2013 Deferred Credits, Acct No. 252 - Advances in Aid of Construction Payments Due Customers 0 (3,649) (3,649) 
3 Total AIAC paid m 2014 for 2013 refunds due customers $13,219 ($3,649) $9,571 

NO. DESCRIPTION 
2013 Deferred Credits, Acct No. 252 - Advances m Aid of Construction 

References: 
Column (A]: Company Application - AmcLent No. 1 - Supplemwtal Page 2 
Column [B]: Testimony, TBH, Company's response to DR's CM TBH 1.18 and CM TBH 2.10. 
Column [C]: Column [A] + Column [B] 



Surrebuttal ScheduleTBH CM-8 

STAFF 
ADJUSTMENTS 

$539 
(6,406) 
6,406 

(51,684) 
36,415 
15,269 

268 
6,534 

494 
(3,121) 

Ir h 

STAFF I 
AS ADJUSTED 

$27,987 
0 

6,406 
0 

36,415 
15,269 

304,942 
15,880 
10,601 
25808 

Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31, U)U 
Docket NO. W-0237OA-14-0231 

Acct No. 320.2 - Soluntion Chemical Feeders 
Acct No. 330 -Distribution Reservoirs & Standpipes 
Acct No, 330.1 - Storage Tanks 
Acct No. 330.2 - Pressure Tanks 
Acct No. 331 - Transmission & Distribution Mains 

I * RATF, BASE ADJUSTMENT NO. 4 jRECLA!%IFY AND PLANT ADDITIONS TO APPROPRIATE UASIFICATIONS i 

33 

54 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

- 

TOTALI $3,975 I 164,714 I $8,689 

~. 
11 Acct No. 347 - Miscellaneous Equipment 
12 TOTAL PLANT RECLASSIFICATIONS 

[A1 

COMPANY 
AS FILED 

$27,448 
6,406 

0 
51,684 

0 
0 

304,614 
934G 

10,107 
25,921, 

0 
$435,594 

13 
14 
15 
16 DESCRIPTION I ADDITIONS] RECLASS I AS ADJUSTED 
17 2012 Plant Reclass Acct No. 340 - Office Furniture & Equipment - Reckss from Computers 1 54,782 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
4.4 
45 
46 
47 
48 
49 
50 
51 
52 
r.. 

References: 
Column [A]: Company Application -Attachment No. 1 Supplemental Page 6.2 - 6.5 
Column [B]: Tesamony, TBH, Company Data Request Responses 
Column [q: Column [A] + Column [B] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,20U 

COMPANY STAFF 
DESCRIPTION As FILED ADWSTMENTS 

icct No. 340 - Office Furniture & Equipment $9,346 ($9,346) 
icct No. 341 - Transportation Equipment 96,569 (40,749) 
icct No. 346 - Communication Equipment 25,929 (5,608) 

P 

Surrebuttal Schedule TBH CM-9 

STAFF 
As ADJUSTED 

$0 
55,820 
20,321 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Office Computer 2,683 
Printer 355 

Office Computer 1,950 
Fax Machine 120 

Book Case 101 
Office Desk 624 

$9.346 T o d  Office Furniture & EauiDment 

2000 Ford Ranger 
Pre 1995 - Urudentified Vehdes 4,103 

1975 Ford Water Truck 7,500 

Laser Printer 472 
Caselle Support 660 

CPU Backup 103 
Network Router 87 

References 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.1 - 6.5 
Column @3]: Testimony, TBH 
Column [C]: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

Surrebuttal Schedule TBH CM-10 

LINE COMPANY STAFF STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

1 Acct. 345 Power Operated Equipment Unsupported Non-Company Use $3 1,461 ($l,OOO) $30,461 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.5 
Column [B]: Testimony, TBH 
Column [c] Column [A] + Columo [B] 



Cbino Meadows XI Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3% 2013 

4 F. 

Surrebuttal Schedule TBH CM-11 

I LINE1 I COMPANY 1 I STAFF I I STAFF I 
NO. I DESCRIPTION I ASFILED I I ADJUSTMENTS I I AS ADJUSTED 

I 1 1  Accumulated Depreciadon $670,573 I 1 ($56,657) I 
References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.2 - 6.5 
Column [B]: Testimony, TBH, Company Data Request Responses 
Column [C] Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-144231 
Test Year Ended December 31,20l3 

Surrebuttal Schedule TBH CM-12 

I 
LINE COMPANY STAFF STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 
1 Cash Working Capital Allowance $43,479 ($14,122) $29,357 
2 

10 
11 
12 

Operation & Maintenance* $226,902 
Multiplied by X 1/8 

$28,363 

Purchased Power & Purchased Water $23,832 

$994 
Multiplied by x 1/24 

Total Cash Working Capital Allowance 

M * Less depreciation, taxes, purchased power and purchased water 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 7 
Column [B]: Testimony, TBH, Company Data Request Responses 
Column [C] Column [A] + Column p] 

$29,357 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

ADJ 
NO. 

1 

5 
5 

5 

5 
5 
5 
5 
2 

5 
5 

5 
5 

3 
5 
4 

6 

7 
5 
8 

Surrebuttal Schedule TBH CM-UA 

Icl 
STAFF 

TEST YEAR 
AS 

AqnrsTED 

$345,620 
0 

12,365 
$357,985 

$1 20,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
5oOo 
445 

15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310,068 

$47,916 

(1) 

LINE 
€a 

COMPANY 
TEST YEAR 

DESCRIPTIO N A S A D  

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
1 1,457 
4,791 

0 
24,752 
8,964 
2,661 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 
(1) 

$385,362 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

A 
STAFF 

TEST YEAR 
A D Q S  

E- 
Metered Water Sales 
Water Sales - Unmetered 
Other Operamg Revenues 
TotalRwenues 

E X P E l V m  
SalatiesandWages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
PUrchasedWater 
Purchased Power 
Chenucals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Tesang 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depredaaon Expense 
Taxes Other Than Income 
Property Taxes 
PayrollTaxes 
Income Taxes 
Roundtng 
Total Operating Expenses 

$0 
0 

(379; 
($379: 

($59,487: 
(15,750) 

0 
0 

(609; 

(3421 
(18,735) 
(2,924) 

31 
8,438 

(2,910) 

0 
1,667 

2,843 

0 
(976: 

10,634 
19,930 

0 
($75,294; 

$14,914 

(71) 

(8,+w 

(667: 

(5,577: 

(2,346) 

7 RECOMMENDE 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Bo 

STAFF 
RECOMMEND ED 

$345,620 
0 

12,365 
$357,985 

$1 20,478 
15,950 

0 
40 

23,192 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
2,000 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310,068 

$47,916 

(1; 

Referencs 
Column [A]: Company Application -Attachment No. 2 Supplemental Page 1 
Column PI: Schedule TBH CM-14 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules TBH CM-1A and TBH CM-2 
Column F]: Column [c] + Column p] 



D. b 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-OZ37OA-14-0231 
Test Year Ended December 31,U)D 

Surrebuttal Schedule T B H  CM-UB 

- 
LINI 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 - 

DESCRIPTION 

JwEhVE& 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 
Total Revenues 

XPENSES: 
Salaries and Wages 
Saldes and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Eipense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liabihty 
Insurance - Health and Life 
Reg. Comm. Ea?. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Eapmse 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 
Total Operating Expenses 

Operating Income (Loss) 

[A1 

COMPANY 
TEST YEAR 
AS FILED 

$345,62C 
0 

12,744 
$358,364 

$179,965 
31,7tK 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972 
(1 

$385,362 

($26,998 

($59,487) 5 
(15,750) 5 

0 
0 

(609) 5 
(71) 5 

(342) 5 
(18,735) s 
(2,924) s 

37 2 

8,438 5 

(8,448) 5 
(2,910) s 

(667) 5 
0 

1,667 3 

(5,577) 5 
2,843 4 

(2,346) 6 
0 

(976) 7 
10,634 s 
19,930 8 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column [B]: Schedule TBH CM-14 
Column [q: Column [A] + Column p] 
Column PI: Schedules TEJH CM-1B and TBH CM-2 
Column PI: Column [C] + Column p] 

IC1 
STAFF 

I'EST YEAR 
A s  

AD-JUSTED 

$345,620 
0 

12,365 
$357,985 

$120,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$31 0,068 

$47,916 

(1) 

A 
STAFF 

UXOMMENDEI 
CHANGES 

($41,913 
0 
0 

($41,913, 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

(570: 
0 
0 

(691: 
0 

(8,894) 
6 

($1 0,142 

(831,7641 

STAFF 
RECOMMENDEC 

$303,707 
0 

12,365 
$316,072 

$120,478 
15,950 

0 
40 

23,792 
3 54 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
2,000 

445 
15,000 
3,271 
4,263 

18,048 
0 

17,003 
10,634 
4,064 

5 
$299,919 

$16,153 





Chino Meadows I1 Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31,2013 

STAFF 
UNE COMPANY ADJU!TlWENTS STAFF 
NO. DESCRIPTION AS FILED (Cd C - COI A) AS ADJUSTED 

1 Surcharge - Other Revenue 512,744 ($379) $11,365- 

Surrebuttal Schedule TBH CM-15 

References: 
Column [A]: Chino Meadows general ledger provided in DR CM TBH 1.3 
Column PI: Testimony 
Column [q: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31,20W 
Docket NO. W-0237OA-14-0231 

LINE COMPANY 
NO. DESCRIPTION As FILED 

1 Water Testing $4,791 

Surrebuttal Schedule TBH CM-16 

STAFF STAFF 
ADWSTMENTS AS ADJUSTED 

$37 $4,828 

I wr*, : c$XT :&@ OPERATING INCOME ADJUSTMENT NO. 2 - WATER TESTING . - I 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column PI: Testimony, TBH, Engineering Report 
Column [C]: Column [A] + Column 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31, UIU 

Surrebuttal Schedule TBH CM-17 

[A] Pl [C] 
STAFF 

LINE COMPANY ADJUSTMENTS STAFF 
NO. DESCRIPTION AS FILED (Col C - Col A) AS ADJUSTED 

1 Rate Case Expense $13,333 $1,667 $15,000 

I Ratecase I Staff Adjusted I I Normalizeover I 
Company Expense as filed I Rate Case Expense I Difference I 3 years I 7 l  8 ChinoMeadows I 540,000 I $45,000 I $5,000 I $1,667 

9 GraniteMountain 1 10,Ooo 1 30,000 I 20,000 I 6,667 
10 Total f50,ooO I $75,000 I $25,000 I $8,333 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column p]: Testimony, DR’S CM TBH 1.5 Supplemental & CM TBH 2.5 
Column [C]: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20W 

DESCRIPTION 
Bad Debt Expenses 

* 

Surrebuttal Schedule TBH CM-18 

COMPANY STAFF STAFF 
AS FILED ADJUSTMENTS AS ADJUSTED 

$1,990 $2,843 $4,833 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

- 

- 

[A] Pl rcl 
I I I 

Reclassification 
To correct for bad debt expenses included in miscellaneous expenses $3,000 

Total adiustment $2.843 
ro adjust for bad debts recovered and collection fees included in miscellaneous expenses (157) 

Test Year Revenue $358,364 

Average Write-off Rate 1.3486% 

Notes: Company included in Misc expenses. Staff reviewed the last four years of actual bad debt expenses. The Company 
stated that the total was an typo error ($3,000). The amount appears to be reasonable. 

2010 4,687.50 
2011 5,484.76 
2012 4,017.55 
2013 4,832.79 





Chino Meadows I1 Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31,20U 

COMPANY STAFF INE 
DESCRIPTION ASFILED ADJUSTMENTS YO. 

1 Salariesandwages $179,965 ($15,718) 
31,700 0 2 
24,401 0 3 PurchasedPower 

425 0 4 Chemicals 
8,899 1,281 5 Repairs and Maintenance 

30,594 (15OOO) 6 Office supplies & Expense 
0 1&000 7 Rents 

11,457 (500) 8 ContraetualServices 
24,752 1,817 9 Transportation Expenses 
8,964 0 10 Insurance - General Liabitity 
2,667 0 11 Insurance - Health and Life 
8,848 (3997) 12 ~scellaneous Expenses 

0 15,718 13 PayrollTaxes 

Salaries and Wages - Officers 

Surrebuttal Schedule TBH CM-19b 

STAFF 
ASmJUSTED 

$164,247 
31,700 
24.40 1 

425 
10,180 
18,594 
12,000 
10,957 
26,569 
8,964 
2,667 
5,451 

15,718 

14 I 1 
15 Salaries and Wages 
I6 (81 5,7 181 Payroll taxes included as salades and wages - Schedule TBH CM-19f Line 7 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

in miscellaneous e%penses 



Chino Meadows I1 Water CO., Inc. 
Docket No. W-02370A-14-0231 
Test Year Ended December 34 u)W 

INE COMPANY STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS 

I +. $ + ’  7 *ir * ,  . >. * OPERATING INCOME ADJUSTMENT NO. 5 -ALLOCATIONS DISALLOWED 

STAFF 
AS ADJUSTED 

1 Salaries and Wages 
2 Salaries and Waper - Officers 

$179,965 (1117,444) $162,521 
31,700 

Surrebuttal Schedule TBH CM-19c 

(16,434) 

0 
(124) 

0 

c1,380) 
(1,058) 

0 

(46) 

( Z 8 Y  

(17232) 

15,266 
24,355 

425 
8,775 

27,790 
0 

10,225 
17,372 
7,906 
2,667 

3 
4 
5 
6 
7 
8 
9 
10 
11 

., 
PurchasedPower 24,401 
Chermcals 425 
RepakandMaintenance 8,899 
Ofke Supplies &Expense 30,594 

Conaachul Senices 11,457 
Transportation Expenses 24,752 
Insurance - General Liability 8,964 
Insurance - Health and Life 2,667 

Rents 0 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

STAFF 
ADNSTMENTS 

11 * 8  

Surrebuttal Schedule TBH CM-19d 

STAFF 
AS ADNSTED 

>*- *( .$ Z".'r ,%*OPERATING INCOME ADJUSTMEN'&NO. 5 - ALLOCATIONS NORMAL~ZATION,~ ' -7 ' I 

J N E  
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
l3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

DESCRIPTION 
Salaries and Wages $13,834 
Salaries and Wages - Officers 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Rents 
Contractual Services 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Miscellaneous Expenses 
Payroll Taxes 

$193,799 

[A1 
COMPANY 
AS FILED 

$179,965 
31,700 
24,401 

425 
8,899 

30,594 
0 

11,457 
24,752 
8,964 
2,667 
8,848 

0 

Transportation Expenses 
Normalize Vehicle Regiseation for 2 years ($186) ($186) 

0 
0 
0 
0 

0 
0 

(1 86 
594 

0 
0 
0 

(20% 

Salaries and Wages 1 
$13,834 

Insurance - General Liability 1 

3 1,700 
24,401 

425 
8,899 

30,386 
0 

11,457 
24,566 
9,558 
2,667 
8,848 

0 

27 I Normalize Insurance Policy adjustment for refunds $594 I $594 



Chino Meadows I1 Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31,20U 

Net 
Plantin Total 

Line Customer Customer Net Plant Service Annual 
No. Company Count Count% inservice YO Revenue 

Surrebuttal Schedule TBH CM-19e 

Annual 
Revenues 

Yo 

~ ~ a l I G a l l o n s 1  I Staff 
Gallons Pumped &factor Adjusted 
Pumped1 YO I yo I &factor yo 

95 0.13% 2.95% 1.00% 
2 ChinoMeadows 899 87.96% 173,351 31.540/0 357,364 75.17% 64,140 85.81% 70.12% 75.00% 
3 GraniteMountah 121 11.84% 313,950 57.12% 117,447 24.70% 10,510 14.06% 26.93% 24.Ooo/o 
4 Total 1,022 $549,648 $475,424 74,745 100.00% 100.00% 

References: 
Column [A]: The Customer counts for Chino Meadows and Granite Mountain the applications; and for Antelope Lakes, the 2013 
Annual Report, p. 12 as of 12/31/2013 
Column PI: Column [A] / Line 4. 
Column [C]: The Net Plant in service information for Chino Meadows and Granite Mountain are from the applications & Schedule 
TBH CM-4; the information for Antelope Lakes is from the 2013 Annual Report on Revised Balance Sheet, p. 6 as of 12/31/2013 
Column p]: Column [ C l /  Line 4. 
Column [E]: The Total Annual Revenue information for Chino Meadows and Granite Mountain are from the applications; the 
information for Antelope Lakes, is from the 2013 Annual Report, p. 8 as of 12/31/2013 
Column m: Column p ]  / Line 4. 
Column [GI: The Total Annual Gallons Pumped information for Chino Meadows and Granite Mountain is from the application; the 
information for Antelope Lakes, is from the 2013 Annual Report on Revised Balance Sheet, p. 12 as of 12/31/2013 
Column [HJ: Column [GI / Line 4. 
Column m: Average of Columns p, D, F, and H]. 
Column [TI: Staff Adjusted 4-factor percentage. Discussed in Surrebuttal Testimony. 



Chino Meadows 11 Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31, u)l3 

2014 Current 
or Estimated 
Hourly Rate 

$26.61 
14.50 
17.50 
14.50 
1250 
0.00 

2014 2014 
Current or Estimated Current or Estimated 

Salary and Wages Payroll Taxes 
$55,356 $4,670 
30,160 2,714 
36,400 3,276 
30,160 2,714 
26,aoO 2,340 

5 1  3 
$178,082 I $15,718 

Unregulated ' 
Hours 

% 
10% 
5% 

40% 

1 Hours per week/2,080 hours per year. Percentages provided by Chino Meadows (CM) and Granite Mountain (GM) in DRs CM TBH-1.25, CM TBH-212h, GM TBH-2.5 and GM 

Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column p]: Testimony, TBH 
Column [q: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

Total Monthly Hours 

Less hours out of town (33 percent of the total monthly hours) 
Adjusted Horn 

Adjusted Hours * $36.25' * 12 months 

Adjusted Officers Salary 
Less Additional Increase for Operations Manager from 2013 to 2014 

Surrebuttal Schedule TBH CM-19g 

89 

29.37 
59.63 

$25,939 

$21,266 
(4,673) 

LINE 

NO. 
1 
2 
3 
4 
5 
6 
7 
8 

- 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 - 

[A) 
Officer Salary I 

DESCRIPTION Hours worked per month 
Supervision and management of company personnel 

Oversight of company operations 
Provide strategic direction 

Review company financial data including payables, receivable, revenue and expenses 
Provide legal representation for Company 

Review payroll and sign checks 
Review and authorize all vendor payments 

Acquire regulate and oversee company loans and long-term debts 

Meeting with operations management to review capital program and address operational issues and ensurc 
proper facilities and equipment are available 

Develop and review company processes and procedures to ensure regulatory compliance 
Review & advise Company on manuals such as employee handbook & emergency response manual 

12 
6 
6 

12 
8 
4 
4 
8 

20 
8 
1 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 

Column [c]: As calculated by Staff on line 24 
Column [D] : Per DRs CM TBH 1.26.g, CM TBH 2.12 and CM TBH 3.7 

Column p3]: Column [C] - Column [A] 



.' b s  

Surrebuttal Schedule TEH CM-20 

LCCT 
NO. 

301 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-02370A-14-0231 
Test Year Ended Deccmber 3 t  2013 

PLANT in 
SERVICE 

DESCRIPTION P u  staff 
organizpdon Cost $6,843 

I o  '*P -+A. 'c OPERATING INCOME AD- NO. 6 - DEPRECIATION EXPENSE ON YEAR PLANT ,,! - ,? x I 
PI 

DEPRECIATION 
RATE 

0.00% 
0.00% 
O.W/. 
3.33% 
250% 
3.33% 
2w/o 
5.00% 

, 
, 
, 

- 

- 
LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2a 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

- 

- 

I4 
DEPRECIATION 

EXPENSE 
(Cd C x Col D) 

so 
0 
0 

I ,416 
109 
629 
20 

620 

302 
303 
304 

307 
309 
310 
311 

w5 

Franch~ses 
Land and Land Qhn 
Suucnues and Improvements 

&ells and Sprmgs 
SupplyMams 
Power Generamon Eqqment 
PumpmgEqutpment 

con- and Impounhg ~ e s e ~ a s  

0 
15,204 
44339 
4350 

27,987 
1,009 

12,401 
46,268 
E- 

O 
6,406 

36,415 
15,269 

304,942 
30,067 
89,777 
12,042 

0 
16,128 
6,534 

10,601 
55,820 
1,274 

0 
30,461 
17,200 
3,975 

330.1 
330.2 

331 
333 
334 
335 
336 
339 
340 

340 1 
341 
343 
344 
345 
346 
347 

A 
NonDepreanble 
-FWDeprrsiued 

PLANT 
$6,843 

0 
15,204 

0 
0 

9,096 
0 
0 

StorageTanlrs 
Pressure Tar& 
Trnnsnusston and I)rS&unon A h n s  
SeMCes 
Meters and A k  InsallaMns 
Hydnna 
Backflow PreVenMn Deplces 
other Plant and MsceUnneous Equtpmenr 
Office Fumrmre and Eqqmmt 
Computers and Software 
Transportanon JZqnpment 
Tools, Shop, and Garage Fippnen t  
Labontory Eqqment 
Power Opented Eqqment 
Commurucauon Eqqmmt 
MLxdlaneous Eqwpmmt 

6,406 

15,320 
15,269 

167,988 
7,181 

0 
0 
0 

1,305 
0 

55,820 
0 
0 

18,377 
0 
0 
0 

$364,876 

[4 
DEPRECIABLE 

P U N T  
(Col A - CoI B) 

$0 
0 
0 

44339 
4,350 

18,891 
1 ,009 

12,401 
0 

0 
0 

21,295 
0 

136.954 
22,886 
89,777 
12,042 

0 
15,423 
6,534 

10,601 
0 

1,274 
0 

12,084 
17,200 
3,975 

0 
$431,034 

1250% 

3.33% 
20.00% 

222% 

1 

I 

5.00% 
2.00% 
3.33% 
8.33% 
200% 
6.67% 
6.67% 
6.67% 

20.00% 
20.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
0.00% 

0 

473 

'* P -. i" 

0 
2,139 

762 
1,478 

241 
0 

1,029 
436 

2,120 
0 
64 

0 
604 

1,720 
398 

0 
$20,918 

ower Generation 

omputm & Software 6,208 20.00% 1,242 

O d S  

3,635 

5.00% 

Amortization of CIAC pepcedion Rates Idenuiied): 
CIAC Plant in s w i c e  peprecia& Rates Idenuiied): 

Composite Depreciation Rate (Depr Exp / Depreciable Plant): 
CIAC Less CIAC (Depreciation Rata Idenhfied): 

4.85% 
$31,478 

Amonization of CIAC (Lme 33 x Line 34): $1,528 

Total Amornution of CIAC (Lme 41 + Line 46) 

Depreciation Expense Before Amortivtion of CIAC 
Less Amorrintion of mc (Lme 48) 

Test Yeu Depreciation Expense - St& 

92,870 

$20.918 
2,870 

$18,048 
Depreciation Erpense - Comp: 20394 

s Staff% Total Adjajusmenc / 

Column [A]: Schedule TBH CM-4 
Column p]: From Column [A] 
Column [c]: Column [A] - Column p] 
Column p]: Eoginetring Snf f  Report Exbibxt JWL Table B 
Columu p]: Column [c] x Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20U 

LINE STAFF 
NO. PROPERTY TAX CALCULATION AS ADJUSTED 

Surrebuttal Schedule TBH CM-21 

STAFF 
RECOMMENDED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 
22 

23 

Staff Adjusted Test Year Revenues 9357,985 $357,985 
W q h t  Factor 
Subtotal (Line 1 * h e  2) 
Staff Recommended Revenue, Pet Schedules Surrebuttal TBH CM-1A & TBH CM-IB 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average &me 5 1 h e  6) 
Department of Revenue Mudplier 
Revenue Base Value &me 7 * h e  8) 
Plus: lW/o of CWIP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value @ m e  12 * Line 13) 
Composite Property Tax Rate 

Staff Test Year Adjusted Property Tax @ne 14 * Line 15) 
Company Proposed Propery Tax 

Staff Test Year Adjustment &me 16-Line 17) 
Property Tax - Staff Recommended Revenue @ne 14 * Line 15) 
Staff Test Year Adjusted Property Tax Eqense  (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requkement 
Increase to Property Tax Expense, Schedule Sunebuttal TBH CM-13B 

Increase in Revenue Requirement, Schedule Surrebuttal TBH CM-13B 

357,985 El $1,073,954 

$71 5,969 I:( 
$715,969 

18.50% 
132,454 
13.36% 

$17,694 
18,670 

w $1,032,041 

$344,014 

$688,027 

$688,027 
18.509 

127,285 
13.36? 

$1 7,003 
17,694 

24 IIncrease to Property Tax per D o h  Increase in Revenue (Linel9/he 20) I I I  1.657 

References: 
Line 1 5  Composite Tax Rate line 28 of the Company's proforma Adjustment No. 7 in Attachment No. 2, Supplementd page 9 Amended 
Line 1 7  Company 2nd Amended Application page 19. 
Line 21: h e  19 - Line 20 



Chino Meadows 11 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Surrebuttal Schedule TBH CM-22 

- 
LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

- 

15 
16 
17 

18 
19 
20 
- 

DESCRIPTION 

Revenue 
Less: Operating Expenses - Excluding Income Taxes 
Less: Synchronized Interest (L17) 
Arizona Taxable Income &l- L2 - L3) 
Arizona State Income Tax Rate 
Arizona Income Tax (L4 x L5) 
Federal Taxable Income (L4 - L6) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 - $lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L6 + L13) 

Cahhtion of Interest Svnchmniyation: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest (Ll6 x L17) 

Income Tax - Per Staf 
Income Tax - Per Cornpan! 

Staff Adjustmen 

Test Yeas 
$357,985 
297,110 

0 
$60,874 
6.000% 

$3,652 
$57,222 

7,500 
1,805 

0 
0 
0 

9,305 
$12,958 

$1 61,528 
0.00% 

$0 

$12,958 I 
(6,972) 

$19,930 

Line 18: Adjusted Income Tax - Company's proforma Adjustment No. 8 in Attachment No. 2, Supplemental page 10 Amended Line 32. 
Line 17: Company 2nd Amended Application page 19. 

Line 21: Line 19 - Line 20 



? *  (. 
Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20W 

Surrebuttal Schedule TBH CM-23 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

CASH FLOWS 

:ash Inflows 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 

Cotal Revenues 

:ash Outflows 
Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Propeq  Taxes 
Payroll Taxes 
Income Taxes 
Rounding 

'otal Expenses 

Iperating Income 

'lus: Depreciation Expense 
=ash Flow from Operations 

[A] 
Company 

20W Test Year 
lncome Statement 

As Filed 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 
(1) 

$385,362 

($26,998) 

20,394 
($6,609 

[B] 
staffs 

Recommendation 
Cash Flow from 

Operations 

$345,620 
0 

12,365 
$357,985 

$120,478 
15,950 

0 
40 

23,792 
354 

8,557 
1 1,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310,068 

2,ooo 

(1) 

$47,916 

i 8,048 
$65.964 

IC] 
Staffs Alternative 
Recommenation 
Cash Flow from 

Operations 

$303,707 
0 

12,365 
$316,072 

$120,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,263 

18,048 
0 

17,003 
10,634 
4,064 

2,000 

3299,919 

$16,153 

18.048 
$34,201 



Chino Meadows I1 Water Company Inc. 
Docket No. W-O2?ilOA-l4-0231 
Test Year Ended December 31,2013 

LATE DES1 

Monthly U s a s  Charge 

518 x 3/4 Inch 
3/4 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Commodity Charge - Per 1,OOO Gallons 

. .  I( I, est&n& 

First 3,000 gallons 
3,001 to 8,000 M o n s  
Over 8,000 gallons 

" 4" 

First 3,000 gallons 
3,001 to 8,ooO gallons 
over 8,000 gallons 

. .  1/4" Met- 

First 3,000 gallons 
3,001 to 8,OOO gallons 
Over 8,000 gallons 

314" Meter lCommercian 

Fist 3,000 gallons 
3,001 to 8,ooO gallons 
Over 8,000 gallons 

First 8,000 galions 
Over 8,000 galions 

1" Meter Wlflassejl 

First 3,000 gallons 
3,001 to 8,000 gallons 
over 8,000 gallons 

First l0,ooO gallons 
Over 10,ooO gallons 

First 3,000 gallons 
3,001 to 8,ooO gallons 
ole 8,Ooo gallons 

First 20.ooO gallons 
Over 20,000 gallons 

2" MeterlAILlm& 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 40,000 gallons 
Over 40,ooO d o n s  

Present 
Rates 

17.75 
26.63 
44.38 
88.75 

14200 
26625 
443.75 
887.50 

240 
3.20 
4.20 

240 
3.20 
4.20 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N /A 

2.40 
3.20 
4.20 

N/A 
N/A 

2.40 

4.20 

N/A 
N/A 

3.20 

I - STAFF'S RECOMME 

Sumhuttai Schedule TBH CM-24A 
Page 1 of 2 

>ATION 
Company 
PIoDoSCd 

Rhtes 

23.00 
34.50 
57.50 

115.00 
184.00 
368.00 
575.00 

1,150.00 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N /A 

3.50 
5.10 
6.50 

N/A 
N/A 

Staff 
kcommended 

Rates 

17.75 
26.63 
44.38 
88.75 

14200 
266.25 
443.75 
E87.50 

~ ~~~ 

240 
3.20 
4.20 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N/A 
N/A 
N/A 

3.x 
4.x 

N/A 
N/A 
N I P  

3.u. 
4.2C 



'. 
WX3 DESIGN CONTINUED -STAFF'S RECO- Surrebuttal Schedule TBH CM-24k 

Establishment 
Reconnection (Delinquent) 
After Hour service Charge (Flat Rate) 
Meter Test (If Correct) 

Reestablishment (wdun 12 months) 
NSF Check 

Deposit 
Depostt Interest 

Deferred Payment @er month) 
Meter Re-Read (if Correct) 
La= Payment Fee (per month) 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,ooO gallons 

$ 25.00 
30.00 
25.00 
20.00 

* 
t 

# 

m.00 
1.500/ 
15.00 
1.509, 

First 100,000 gallons 
Over 100,ooo gallom 

First 30,000 gallons 
Over 30,000 gallons 

First 180,000 gallons 
Over IsO,000 gallons 

First 30,000 gallons 
Over 30,000 gallons 

First 300,000 gallons 
Over 300pOO gallons 

Hydrant Meter 

All Usage, Per 1,OOO Gallons 

3.50 
5.10 
6.50 

N/A 
N/A 

5.10 
6.50 

N/A 
N/A 

5.10 
6.50 

N/A 
N/A 

6.50 

I 
B 25.00 

35.00 
25.00 
30.00 

* 
* 

** 
20.00 
1.50% 
15.00 
1.50% 

** @ cos1 

Page 2 of 

N / P  
NIP 
NIP 

3.z  
4 2  

N/P 
N / P  

3.24 
4.24 

N/A 
N / A  

3.M 
4.u: 

4.26 

1 
$ 25.00 

30.00 
25.00 
25.00 

1 

1 

f 8  

20.00 
1.509 
15.00 
1.5001 

u* Q cos Moving Customer Merer at Customex Request I NIP 
Monthly Service Charge for Fim Sprinklers 

I I 

**** =I n** _.tj 
4" or Smaller 
6" 
8" 
IW 
Larger than 10" *# ppr* 

*Per Commission Rule A.A.C. R14-2-403@). 
'* Months off the system t i m e s  the Monthly Usage Charge, pet AA.C R14-2-403(D). 

All items m e d  at cost shall include labor, materials, parts, h e a d s  and all applicable taxes. 

*** 200 percent of the Monthly Usage C b  for a compvable Sized Meter Connection, but no less that $10.00 per month. The Service Charge for Fire 
jpchklers is only applicable for service lines separate and distinct from the primary water senice line 

[n addidon to the collection of regular rates, the udlity will c o k t  from its customers a propomonate share of my pnvilw, sales, use, and franchise tax. Per 
ommission d e  142-409D(5). 

Service and Meter Insallation Charges 

Sem'ce Size 
j/8 x 3/4 Inch 
1/4 Inch 
I Inch 
I 1/2 Inch 
! Inch 
1 Inch 
I Inch 
i Inch 
3oer 6 inch 

Total P-t 
chars 

$ 501.00 
575.00 
650.00 
716.00 

1,572.00 
5400.00 
3,516.00 
6,916.00 
N/A 

Proposcd 
Service l ine 

chsrpc 
$ 450.00 

450.00 
575.00 
675.00 

l,OOO.00 
1g00.00 
1,800.00 
5800.00 
N/A 

Proposed 
Meter 

Insahtion 
Charge 

E 150.00 
250.00 
300.00 
500.00 

1,500.00 
2,000.00 
3,500.00 
6,000.00 
N/A 

Total Pmposed 
Charge 

s 600.00 
700.00 
875.00 

1 ,I 75.00 
2,500.00 
3,300.00 
5,300.00 
8,800.00 

N/A 

Recommended 
Service Line 

charge 
f 450.00 

450.00 
575.00 
675.00 

1,000.00 
1,300.00 
1,800.00 
2,800.00 

Actual Cost 

Recommended 
bfeter InsaUatim 

300.00 

1,500.00 
2,OoO.OO 
3,500.00 
6,000.00 

Actual Cost 

Total 
Recommended 

Char,pe 
$ 600.00 

700.00 
875.00 

1,175.00 
2,,soo.00 
3300.00 
530.00 
8,800.00 

Actual Cost 



Chino Meadows I1 Water Company Inc. 

Test Year Ended: December 31, uIl3 
Dodret NO. W-0237OA-144231 

RATE 1 

Monthly Usage Charge 

Meter Size IAU Classest 
5/8 x 3/4 Inch 
3/4 Inch 
1 Inch 
1 1/2Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Commodity Charge - Per l,OOO Gallons 

n I, 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

518" x 314" Meter f- 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

3/4" Meter (ResidentiaQ 

First 3,000 gallons 
3,001 to 8,000 gallons 
Ova 8,000 gallons 

314" Meter Commercial) 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 8,000 gallons 
Over 8,000 gallons 

I " Meter (Au Classes) 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First l0,OOO gallons 
over l0,OOo gallons 

1 1 12" Meter IAU &sed 

First 3,000 gallons 
3,001 to 8,000 &us 
Over 8,000 gallons 

First 20,000 gallons 
Over 20,000 gallons 

2" Meter (- 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 40,OOO gallons 
Over 40,OOo gallons 

SIGN - STI 

Present 
Rates 

1 17.75 
26.63 
44.38 
88.75 

142.00 
2GG.25 
443.75 
887.50 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N/A 

2.40 
3.20 
4.20 

N/A 
N/A 

2.40 
3.20 
4.20 

N/A 
N/A 

"S ALTERNATIVE REI )MMENDATIC 
Company 
Proposed 

Rates 

1 23.00 
34.50 
57.50 

115.00 
184.00 
368.00 
575.00 

1,150.00 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

Surrebuttal Schedule TBH CM-24B 
Page 1 of 2 

Staff 
lecommended 

Rates 

14.75 
22.13 
36.88 
73.75 

118.00 
236.00 
368.75 
737.50 

220 
3.00 
4.00 

220 
3.00 
4.00 

2.20 
3.00 
4.00 

N/A 
NIA 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 



3" Meter (All Classes) 

6 25.00 
35.00 
25.00 
30.00 

* 
* 

** 
20.00 
1.50% 
15.00 
1.500/0 

*** @ cost 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

8 25.00 
30.00 
25.00 
25.00 

* 
* 

a* 

20.00 
1.50Y 
15.00 
1.50% 

*** @ cos 

First 100,000 gallons 
over 100,000 gallons 

4" Meter (All Classes) 

First 30,000 gallons 
Over 30,000 gallons 

Largel than 10" **** 

First 180,000 gallons 
Over 180,000 gallons 

-e9 

First 30,000 gallons 
Over 30,000 gallons 

*u* ***l 

First 300,000 gallons 
Over 300,000 gallons 

Hydrant Meter 
p o t  Individuallv Ass b e d l  
All Usage, Per 1,000 Gallons 

Other Service Chams 

Senrice Size 
5/8 x 3/4 Inch 

Establishment 
Reconnection (Delinquent) 
A h r  Hour Service Charge (Flat Rate) 
Meter Test (lf Correct) 
Deposit 
Deposit Interest 
Reestablishment (within 12 months) 
NSP Check 
Deferred Payment (per month) 
Meter Re-Read fif Correct) 
Late Payment Fee (per month) 

Roped 
F'roposed Meter Rcconnnmded 

TotnlPment SvviccLine Insallation TotalProposed SrrviceLinc 
Charge Chsrge charge Charge Charge 

f 501.00 $ 450.00 $ 150.00 $ 600.00 $ 450.00 

1 25.00 
30.00 
25.00 
20.00 

* 
* 

** 
20.00 
1.50?/ 
15.00 
1.504 
N/& 

3/4 Inch 575.00 450.00 250.00 
I Inch 650.00 575.00 300.00 
I 1/2 Inch 716.00 675.00 500.00 
2 Inch 1,572.00 1,000.00 1,500.00 
3 In& 2,400.00 1.300.00 2,000.00 
1 Inch 3,516.00 1,800.00 3,500.00 
5 Inch 6,916.00 2,800.00 6,000.00 
3ver 6 Inch I N/A I N/A I N/A 

Page 2 of: 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 

3.00 
4.00 

N/A 
N/A 

3.00 
4.00 

4.00 

700.00 450.00 
875.00 575.00 

1,175.00 675.00 
2,500.00 1 ,ooo.00 
3300.00 1,300.00 
5300.00 1,800.00 
8,800.00 5800.00 

N/A Actual Cost 

Moving Customer Meter at Customer Request 
Monthly Service Charge for Fire Sprinklers 

**** 
**** 
**** 
**** 

**** 
I*** 

*I** 

**** 

***> 
***I 

***l 

**tl 

Y e c Z I d e d  1 ;;;e 
Meter Insnllnticm Rcfommendcd 

150.00 $ 600.00 
250.00 
u)o.00 
500.00 

1,500.00 
2,000.00 
33500.00 
6,000.00 

Actual Cost 

700.00 
875.00 

1,175.00 
2,500.00 
3,300.00 
5300.00 
8,800.00 

Actual Cost 



Chino Meadows I1 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended: December 31,2013 

Present 
Rates 

$ 31.13 

26.45 

Surrebuttal Schedule TBH CM-25A 

Percent 
Increase 

Proposed Dollar 
Rates Increase 

$ 43.35 $ 12.22 39.25% 

35.89 $ 9.44 35.69% 

Typical Bill Analysis - STAFF'S RECOMMENDATION 

YO 

1'' 
41 17.75 

2.40 
3,000 
3.20 

8,000 
4.20 

0.00% 
o.w/o 
0.00% 
0.00% 
o.w/o 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
o.w/o 
0.00% 
0.00% 
0.00% 
0.00Yo 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00Yo 

Increase 

General Senii 

I 

YO 

96 23.00 
3.50 

3,000 
5.10 

8,000 
6.50 

Increase 
29.58% 
31.51% 
33.04% 
34.27% 
37.12% 
39.39% 
41.24% 
42.78% 
44.08% 
45.07% 
45.90% 
46.59% 
47.19% 
47.70% 
48.15% 
48.54% 
48.89% 
49.21% 
49.49% 
49.74% 
49.97% 
50.87% 
51.48% 
51.93% 
52.27% 
52.53% 
52.75% 
53.40% 
53.74% 

Company Proposed 

4verage usage 

~ 

Staff 
Recommended 

Alt A 
5/8" x 2 

MinimumCharg 
1 st Tier Rat 

1st Tier Breakove 
2nd Tier Rat 

2nd Tier Breakove 
3rd Tier Rat 
Rates 

$ 

bfedian Usage 

T- 4,931 

staff Recommended 

4verage Usage 4,931 

Median Usage 

;dons 
:onsumption 

1 ,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9 , m  

10,000 
11,000 
IL000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,o@J 
45,000 
50,000 
75,000 

100,000 

Present 

5/8" x , 
M u h u m  Chvg 

1st Tier Ran 
1st Tier Breakove 

2nd Tier Rat' 
2nd Tier Breakove 

3rd Tier Rat, 
Rates 

$ 17.75 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 

91.35 
112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

87.15 

5/8 x 3/4-Inch Meter 

I 

$ 31.13 

26.45 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-Inch Meter 

0.00% 

0.00% 

4" 
s 17.75 

2.40 
3,000 
3.20 

8,000 
4.20 

company 
Proposed 

5/8" x 3 
Minimum Charg 

1 st Tier Ran  
1st Tier Breakove 

2nd Tier Rat 
2nd Tier Breakove 

3rd Tier Rat 
Rates 

$ 23.00 
26.50 
30.00 
33.50 
38.60 
43.70 
48.80 
53.90 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
117.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

17.75 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 



.. 'I 

Chino Meadows I1 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3h2Ol.3 

Surrebuttal Schedule TBH CM-25B 

Typical Bill Analysis - STAFF'S ALTERNATM RECOMMENDATION 
General Service 5/8 x 3/4-Inch Meter 

Present Proposed Dollar Percent 
Zompany Proposed Gallons Rates Rates Increase Increase 

iverage Usage 4,931 46 31.13 $ 43.35 $ 12.22 39.25% 

vledian Usage 3,469 26.45 35.89 16 9.44 35.69% 

Itaff Recommended 

iverage Usage 4,931 $ 31.13 $ 27.14 $ (3.99) -12.81% 

vledian Usage 3,469 26.45 22.76 $ (3.69) -13.96% 

Present 8c Proposed Rates (Without Taxes) 
G e m 4  Service 5/8 x 3/4-Inch Meter 

;dons 
:onsumpdon 

1 ,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

1 0 , m  
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
%oO0 
45,000 
50,000 
75,000 

100,000 

Present 

Minunum Charg 
1 st Tier Rat1 

1 st Tier Breakove: 
2nd Tier Ratc 

2nd Tier Breakove: 

20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

Proposed 
I 

1" I 5/8" Y 3 
$ 17.75 I MinunumCharg 

2.40 
3,000 
3.20 

8,000 
4.20 

1 st Tier Ratc 
1st Tier Breakove 

2nd Tier Rat1 
2nd Tier Breakove 

3rd Tier Rat< 
Rates 

B 23.00 
26.50 
30.00 
33.50 
38.60 
43.70 
48.80 
53.90 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
11 7.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

Staff 

Alt B 
% Recommended 

I, 5/8" x 3 
Oi 23.00 ML.limumChargc 

3.50 1 st  Tier Rate 
3,000 1st Tier Breakovei 
5.10 2nd Tier Ratc 

8,000 2nd Tier Breakovei 
6.50 3rd Tier Ratc 

Increase I Rates 
29.58%) $ 14.75 
31.51% 
33.04% 
34.27% 
37.12% 
39.39% 
41.24'/0 
42.78% 

45.07% 
45.90% 
46.59% 
47.19% 
47.70% 
48.15% 
48.540/0 
48.89% 
49.21 Yo 
49.49% 
49.74% 
49.97% 
50.81% 
51.48% 
51.93% 
52.27% 
52.53% 
52.75% 
53.40% 
53.74% 

4.08% 

16.95 
19.15 
21.35 
24.35 
27.35 
30.35 
33.35 
36.35 
40.35 
44.35 
48.35 
52.35 
56.35 
60.35 
64.35 
68.35 
12.35 
76.35 
80.35 
84.35 

104.35 
124.35 
144.35 
164.35 
184.35 
204.35 
304.35 
404.35 

YO 

6 14.75 
2.20 

3,000 
3.00 

8,000 
4.00 

-16.90% 
-15.88% 
-1 5.08% 
-14.43% 
-13.50% 
-12.76% 
-12.16% 
-11.66% 
-1 1.23% 
-10.63% 
-10.13% 
-9.71% 
-9.35% 
-9.04% 
-8.77% 
-8.53% 
-8.32% 
-8.13% 
-7.96% 
-7.80% 
-7.66% 
-7.12% 
-6.75% 
-6.48% 

[ncrease 

-6.27% 
-6.11% 
-5.98% 
-5.58% 
-5.38% 
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BEFORE THE ARIZONA CORPORATION Cb~rxlrnuvr-~ . 
!..% ,-<, -- 9 . ? - - 
i-, &.” -2 -^ : I. -’ 

:OMMISSIONERS 

,USAN BITTER SMITH - CHAIRMAN 
!OB STUMP 
,OB BURNS 
)OUG LITTLE 
’OM FORESE 

N THE MATTER OF THE APPLICATION OF 
:HINO MEADOWS I1 WATER COMPANY, INC. 
:OR APPROVAL OF A RATE INCREASE. 

DOCKET NO. W-02370A-14-023 1 

STAFF’S NOTICE OF FILING 
SURREBUTTAL TESTIMONY 

The Utilities Division (“SW) of the Arizona Corporation Commission (“Commission”) 

iereby files the Surrebuttal Testimony of Staff witnesses Teresa B. Hunsaker, in the above-captioned 

natter. 

RESPECTFULLY SUBMITTED this 10* day of Se 

BY 

Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 

Original and thirteen ( I  3) copies of the foregoing 
filed this lo* day of September, 2015, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing mailed and/or emailed 
this loth day of September, 2015, to: 

Craig A. Marks 
CRAIG A. MARKS, PLC 
10645 N. Tatum Blvd., Suite 200-676 
Phoenix, Arizona 85028 
Craig.M&ks@azbar.org 
Attorney for Chino Meadows I1 Water Company, Inc. 

Arizona Cap,oration Commissiori 

SEP 1 0  2015 

DaCKEBED 

mailto:Craig.M&ks@azbar.org


BEFORE THE ARIZONA CORPORATION COMMISSION 

SUSAN BITI'ER SMITH 
Chairman 

BOB STUMP 
Commissioner 

BOB BURNS 
Commissioner 

DOUG LITTLE 
Commissioner 

TOM FORESE 
Commissioner 
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EXECUTIVE SUMMARY 
CHINO MEADOWS I1 WATER CO., INC. 

DOCKET NO. W-0237OA-14-0231 

Staffs surrebuttal testimony responds to Chino Meadows I1 Water Co., Inc. (“Chino 
Meadows”, “CM” or “Company”) rebuttal testimony on the following issues: 

1. Cost Allocations 

2. Rate Base 
a. Contributions in Aid of Construction (“CIAC”) for Unsupported Plant, 

Amortization of CIAC and Amortization of CIAC based on Composite Rate 
Adjustments’ 
CIAC from Insurance Proceeds and Amortization of CIAC b. 

c. Accumulated Depreciation 
d. Cash Working Capital 

3. Operating Income 
a. Allocations to Water Companies 
b. Depreciation Expense 
c. Property Tax Expense 
d. Income Tax Expense 

4. RateDesign 

5. Other Issues 

Staff’s Primary Recommendation: 

In direct testimony, Staff recommended total operating revenue of $357,985, which resulted 
in a $0 (0.00 percent) increase over the Staffs adjusted test year revenue of $357,985. Staff also 
recommended test year expenses of $301,230. Staffs recommendation would produce $56,754 in 
operating income. This current and recommended cash flow level results in a 41.93 percent rate of 
return and a 15.85 percent operating margin. 

However, Staffs surrebuttal testimony now supports adjusted test year operating expenses 
of $310,068. This results in an operating income of $47,916. This cash flow level results in a 29.66 
percent rate of return and a 13.38 percent operating margin. 

Staffs Alternative Recommendation: 

In direct testimony, Staffs alternative recommendation would result in a decrease in the 
current rates. These recommended rates would produce total operating revenue of $299,772, a 
$58,212 (16.26 percent) decrease, from Staffs adjusted test year revenue of $357,985, to provide a 

Staff included the adjustment to the amortization of CMC based on composite rates which was omitted from direct 
testimony filed. Staff corrected the error and included this adjustment within Rate Base Adjustment No. 1. 



$13,537 operating income and a 10.00 percent rate of return on Staff adjusted original cost rate base 
(“OCRB”) of $135,369. OCRB and fair value rate base (“Fi”’) are deemed to be the same. 

Staffs altemative recommendation has been adjusted in surrebuttal testimony and also 
results in a decrease in the current rates. These recommended rates would produce total operating 
revenue of $316,072, a $41,916 (11.71 percent) decrease, from Staffs adjusted test year revenue of 
$357,985, to provide a $16,153 operating income and a 10.00 percent rate of return on Staff adjusted 
OCRB of $161,528, as shown on Surrebuttal Schedule TBH CM-1B. A&, OCRB and FVRB ai-e 
deemed to be the same. 

The Company and Staffs recommended revenue requirements and associated rate increase 
are summarized as follows: 

Revenue Reauirement Revenue Change O/o Change 
Company Application $497,378 $139,014 38.79% 
Staff Direct $357,985 $0 0.00% 

Staff Sunebuttal $357,985 $0 0.00% 

Staff Direct Alternative $299,772 ($58,212) (1 6.260/0) 
$402,603 $44,618 12.46% Company Rebuttal 

Staff Surrebuttal Alternative $316,072 ($41,9 16) (1’f.71”/0> 
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I. INTRODUCTION 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Teresa B. Hunsaker. I am a Public Utilities Analyst I11 working for the Arizona 

Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Q. 

A. Yes. 

Are you the same Teresa B. Hunsaker who filed direct testimony in this case? 

11. PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 

A. 

Q. 
A. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in t h i s  proceeding is to testify on behalf of Staff 

regarding the additional changes Staff made to its direct testimony and respond to the 

rebuttal testimony of Mr. Ray L. Jones, witness for Chino Meadows I1 Water Company Inc. 

(“Chino Meadows”, “ C M  or “Company”). 

What issues will you address? 

I will address the issues listed below that are discussed in the rebuttal testimony of the 

Company’s witness Mr. Ray L. Jones. 

1. Cost Allocations 

2. Rate Base 
a. Contributions in Aid of Construction (“CIAC”) for Unsupported Plant 

Amortization of CIAC and Amortization of CIAC based on Composite Rate 
Adjustments’ 

b. CIAC from Insurance Proceeds and Amortization of CIAC 
c. Accumulated Depreciation 
d. Cash Working Capital Allowance 

* Staff induded the adjustment to the amortization of CMC based on composite rates which was omitted from direct 
testimony filed. Staff corrected the error and induded this adjustment within Rate Base Adjustment No. 1. 
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3. Operating Income 
a. Allocations to Water Companies 
b. Depreciation Expense 
c. Properq Tax Expense 
d. Income Tax Expense 

4. RateDesign 

5. Other Issues 

Q. 
A. 

Q. 

A. 

Is Staff enclosing new schedules? 

Yes. Staff has made changes to direct testimony schedules and has provided new surrebuttal 

schedules. 

Did you attempt to address every issue raised by Chino Meadows in its rebuttal 

testimony? 

No. I limited my discussion to certain issues as outlined below. My silence on any particular 

issue raised in the Company’s rebuttal testimony does not indicate that I agree with the 

Company’s stated rebuttal position on the issue. Rather, where I do not respond, I rely on 

my direct testimony. 

111. SUMMARY OF PROPOSED REVENUES 

Q. Please summarize Stafps recommended revenue. 

A. Staff recommends that the Company’s current rates remain the same. Staffs recommended 

rates will produce total operating revenue of $357,985, a $0 (0.00 percent) increase, over the 

Staffs adjusted test year revenue of $357,985 and adjusted test year expense of $310,068, to 

produce a $47,916 operating income. That level of cash flow results in a rate of return of 

29.66 percent as shown on Schedule Surrebuttal TBH CM-1A. Staffs recommended rates 

would result in no change for the typical residenaal5/8 x 3/4-inch meter bill with a median 

usage of 3,469 gallons at $26.45, as shown on Surrebuttal Schedule TBH CM-25A. 
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Stafs Aitematiirve Remmmendation 

Staffs alternative recommendation results in a decrease in the ament rates. These 

recommended rates would produce total operating revenue of $316,072, a $41,913 (11.71 

percent) decrease, from Staffs adjusted test year revenue of $357,985, to provide a $16,153 

operating income and a 10.00 percent rate of return on Staffs adjusted original cost rate base 

(“OCRB”) of $161,528, as shown on Surrebuttal Schedule TBH CM-1B. Staffs 

recommended rates would decrease the typical residential 5/8 x 3/4-inch meter bill with a 

median usage of 3,469 gallons fkom $26.45 to $22.76, for a decrease of $3.69 or 13.96 

percent, as shown on Surrebuttal Schedule TBH CM-25B. OCRB and fair value rate base 

(“FVRB”) are deemed to be the same in Staffs Schedules. 

IV. COST ALLOCATIONS 

Q. 

A. 

Q. 

A. 

Did Staff review the Company’s proposed allocations in the Company’s rebuttal 

testimony? 

Yes. 

What was the Company’s proposed common cost allocations? 

Chino Meadows is proposing the use of two allocators in determining common expense 

allocations. Those two allocation factors would be based on customer count (weighted) and 

gross plant. The Company’s g o s s  plant allocation percentage uses test year end plant 

balances and does not consider the impact of recognizing post-test year plant additions in 

Granite Mountain. The result would be to allocate 80.5 percent of common cost to Chino 

Meadows, 19.5 percent to Granite Mountain, and 0.0 percent to Antelope Lakes, all 

beginning in 201 6. 
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Q. 
A. 

Q. 

A. 

Does Staff accept the Company’s proposal for cost allocation method? Please explain. 

No. Staff reviewed and analyzed several alternative scenarios including those proposed by 

the Company. These scenarios included the inclusion of the post-test year plant for Granite 

Mountain, using gross plant versus net plant and weighting the different factors. Although 

Antelope Lakes has few customers, Company employees still service, repair and operate this 

utility and therefore, costs should be allocated accordingly. Based on the review of numerous 

different scenarios, Staff has modified its original 4-factor allocation recommendation and 

now recommends the use of a simpler method. 

What allocation basis is Staff now recommending? 

Staff is recommending the use of following allocation percentages: Antelope Lakes 1.0 

percent, Chino Meadows 75.0 percent and Granite Mountain 24.0 percent as shown on 

Surrebuttal Schedule TBH CM-19e. Staff recommends that these allocation percentages be 

considered to be fixed and that the percentage not be changed for this case regadless of the 

level of post-test year plant ultimately allowed by the Commission. The reason Staff is 

recommending the use of these specific allocation percentages is that the level of post-test 

year plant to be allowed is st i l l  at issue and changes in the gross/net plant levels would drive a 

cGfferent expense allocation mix if gross or net plant was one of the allocation factors, and we 

do not believe that repeated recalculation of these allocators is requited. However, Staff will 

revisit the allocation basis issue in the next rate case. Therefore it recommends each utility 

company should be prepared to support the reasonableness of the allocation basis. 

V. RATEBASE 

Q. 

A. 

What changes did Staff make to Rate Base in surrebuttal testimony? 

Staff made changes to the following adjustments: 
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1. Rate Base Adjustment No. 1 - CIAC for Unsupported Plant, Amortization of CIAC and 

Amortization of CIAC Based on Composite Rate Adjustments 

2. Rate Base Adjustment No. 2 - CIAC from Insurance Proceeds and the Amortization of 

CIAC 

3. Rate Base Adjustment No. 7 - Accumulated Depreciation 

4. Rate Base Adjustment No. 8 - Cash Working Capital Allowance 

Rate Base Adjustment No. 1 - UnsKpported Phnt Tnated as CLZC, Amodixation of CLAC and Amod~ation of 

CIAC Based on Coqoszte Rates Aajustment 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning unsupported plant 

treated as CIAC and Amortization of CIAC? 

Yes. 

What was the Company’s main concern? 

The Company raised concerns regarding Staffs recommendation to remove 10 percent of the 

$42,759 cost of plant in service from rate base, due to the Company not being able to provide 

detailed invoices or copies of cancelled checks related to these plant additions. 

Did Staff make changes to its initial Rate Base Adjustment No. 1 - Unsupported 

Plant treated as CIAC and the Amortization of CIAC recommendation? 

Yes. 

Please explain Staff’s changes to Rate Base Adjustment No. 1 - Unsupported Plant 

treated as CIAC? 

Staff corrected its previous adjustment for the amortization of the CIAC based on the 

appropriate depreciation rates and amortization period added in 2013 as shown on 
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Surrebuttal Schedule TBH CM-5. This modification is being made in response to arguments 

raised in the Company’s rebuttal testimony. 

Q. 

A. 

Did Staff make additional adjustments to the amortization of CIAC? 

Yes. Staff inadvertently failed to include a portion of the amortization of CIAC. Staff made 

the additional adjustments to correct for CIAC within its adjustment. These adjustments 

were included in Rate Base Adjustment No. 1 in order to maintain the current order of 

adjustments within its direct testimony. Staffs additional adjustment reflects Staffs 

calculation of the amortization of CIAC for the prior CIAC balance based on the annual 

composite rates. The CIAC additions were amortized based on the identified and appropriate 

depreciation rates as shown on Surrebuttal Schedule TBH CM-5, Line 3. 

Rate Base AaJktment No. 2 - CIACfor Pkzntpaidfr nitb Inmrance Pmceedi andhodxat ion of CUC 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning plant paid for with 

insurance proceeds treated as CIAC by Sta€€? 

Yes. 

What was th Company’s position on this adjustment? 

The Company pointed out a mathematical error in Staffs calculations. 

Did Staff correct the error in its schedules? 

Yes. Staff corrected its adjustment for the amortization of the CIAC based on the 

approplciate depreciation rates and amortization period as shown on Surrebuttal Schedule 

TBH CM-6. 
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Rate Base A&strnent No. 7 - Accumukated Deptv~ation 

Q. Did Staff review Chino Meadows’ rebuttal testimony concerning a possible 

calculation error in Staffs accumulated depreciation balance? 

Yes. The Company pointed out a mathematical error made in the calculation of the 

accumulated depreciation due to fully depreciated plant being removed for the calculation 

provided by Staff. Staff corrected the adjustment for the accumulated depreciation as shown 

on Surrebuttal Schedule TBH CM-11. 

A. 

Rate Base A#ustment No. 8 - Cash Working CapitalAliowance 

Q. Did Staff make any adjustments to its Cash Working Capital Allowance 

recommendation? 

Yes. Staffs adjustment reflects Staffs calculation of the cash workmg capital based upon 

Staffs corrected adjusted test year operating expenses and recommendations. 

A. 

Summaty OfRate Base A&-tments 

Q. 

A. 

What is Staffs current rate base recommendation? 

Staffs direct testimony recommended rate base was $135,369 and Staffs surrebuttal 

testimony recommended rate base is $161,528, an increase of $26,159. 

VI. OPERATING INCOME 

Q. 

A. 

What changes did Staff make to Operating Income in its surrebuttal testimony? 

Staff made changes to the following adjustments: 

1. 

2. 

3. 

Operating Income Adjustment No. 5 - Allocations to Water Companies 

Operating Income Adjustment No. 6 - Depreciation Expense 

Operating Income Adjustment No. 7 - Property Tax Expense 



1 

2 

3 

4 

5 

6 

7 

f 

s 
1( 

11 

1; 

1: 

1 d  

li 

1( 

1’ 

11 

I! 

2r 

2 

2. 

2 

2 

2 

Surrebuttal Testimony of Teresa B. Hunsaker 
Docket No. W-02307A-14-0231 
Page 8 

4. Operating Income Adjustment No. 8 - Income Tax Expense 

Operating Income Adjz/stment No. 5 - ALhcatiom to Water Cotnpannies 

Changes to the 4-factor allocation discussed above in the Cost Allocation section. 

Q* 
A. 

Q. 

A. 

Q. 
A. 

Did Staff review Chino Meadows’ tebuttal testimony concerning Allocations? 

Yes and Staff addressed the Company’s concerns about the allocations ia the Common Cost 

Allocation section above. Staff also reviewed the Company’s rebuttal testimony regarcttryr 

Mr. Levie’s salary. 

Does Staffs position change with regards to Mr. Levie’s salary? 

N O .  

What percentage is Staff now recommending for allocations for Chino Meadows? 

Staff allocated 75 percent to Chino Meadows for common costs for the regulated companies 

instead of 70.12 percent originally used in direct testimony. The change in the percentage 

used resulted in an increase of $13,373 in common costs allocated to Chino Meadows. The 

changes in the allocations are shown Surrebuttal Schedules TBH CM-19a and TBH CM-19e. 

Operating Income A&stment No. G - Depreciation Expense 

Q. 

A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning Depreciation 

Expense? 

Yes. The Company is concerned about the differing levels of CIAC amortization being used 

by Staff, and the Company disagreement about Rate Base Adjustment No. 1 for Unsupported 

Plant treated as CIAC. 

. 
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Q. Has Staffs position changed regarding the differing levels of CIAC amortization 

changed? 

Yes. Staff has corrected errors in CIAC being amortized and Staff continues to recommend 

Rate Base Adjustment No. 1 for Unsupported Plant treated as CIAC. Staff has adjusted the 

CIAC amortization as shown on Surrebuttal Schedule TBH CM-20. 

A. 

Operating Income A#ustment No. 7 - P m p e  Tax Eqense 

Q. 

A. 

Did Staff make any adjustments to Property Tax Expense? 

Yes. Staff recommends $17,694 for test year propeq tax expense, a $976 decrease from the 

Company’s proposed amount, as shown on Surrebuttal Schedule TBH CM-21. Staff M e r  

recommends adoption of its Gross Revenue Conversion Factor (“GRCF”) that includes a 

factor for Propeq Tax Expense, as shown on Surrebuttal Schedule TBH CM-2. Property tax 

expenses are shown on Surrebuttal Schedules TBH CM-13A and TBH CM-13B. 

Operating Income Acijiustmmt No. 8 - Income Tax Eqense 

Q. 

A. 

Did Staff make any adjustments to Income Tax Expense? 

Yes. Staff applied the statutory state and federal income tax rates to Staffs revised test year 

taxable income. Income tax expenses for the test year and recommended revenues are shown 

on Surrebuttal Schedules TBH CM-13A and TBH CM-13B. 

VII. STAFF’S RECOMMENDED WATER RATE DESIGN 

Q. 

A. 

Please provide a description of Staff’s recommended rate design. 

Under Staffs primary recommendation, Staff continues to recommend no changes in the 

Company’s current rate design as recommended in Staff’s direct testimony as shown on 

Surrebuttal Schedule TBH CM-24A. 
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St@s Altmafive Recommendution 

Q. 

A. 

Q. 

A. 

Please provide a description of StafPs recommended rate design for Staffs Alternative 

Recommendation. 

Because Staff is recommending a rate decrease in its alternative consideration, Staff also 

recommends decreases in the minimum monthly charge for all meter sizes. Staff 

recommends that the monthly minimum for the 5/8 x 3/4-inch meter be $14.75. Staff 

recommends maintaining the break-over points contained in present rates for the smaller 

meter sizes. First 

commodity tier rate would decrease by $0.20 from $2.40 per 1,000 gallons to $2.20 per 1,000 

gallons. Second commodity tier rate would decrease by $0.20 from $3.20 per 1,000 gallons to 

$3.00 per 1,000 gallons. Third commodity tier rate would decrease by $0.20 from $4.20 per 

1,000 gallons to $4.00 per 1,000 gallons. The typical 5/8 x 3/4-inch meter bill with a median 

usage of 3,469 gallons would decrease by $3.69 from $26.45 to $22.76. Staffs recommended 

rates are shown in Surrebuttal Schedule TBH CM-24B and the typical bill analysis for 5/8 x 

3/4-inch meter customers is shown in Surrebuttal Schedule TBH CM-25B. 

Staff recommends a decrease to commodity rates in all three tiers. 

Did Staff prepare schedules showing the average and median monthly bill for present 

rates, Company’s proposed and Staff’s recommended and alternative rates? 

Yes. Staffs surrebuttal testimony schedules present Staffs recommended rates on TBH CM- 

25A and Staffs alternative recommendation on TBH CM-25B. These surrebuttal schedules 

present the average and median monthly bill for present rates, Company’s proposed rates and 

Staffs recommended rates for each alternative recommendation. However, Staff did not 

prepare surrebuttal schedules comparing the Company’s rebuttal proposed rates to Staffs 

surrebuttal recommended rates. 
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VIII. OTHER ISSUES 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues 

regarding the Code of Mliate Conduct? 

Yes. The Company does not oppose the development of a Code of Affiliate Conduct as 

recommended by Staff. However under the Company’s current position, it would only be 

adopted by the ACC-regulated affiliates. 

What is Staff’s position about the Code of Affiliate Conduct? 

Staffs position has not changed from its direct testimony. Staff would note that transactions 

between affihtes are closely scrutinized through the audit process and in the current cases a 

number of transactions required appropriate adjustments due to affiliate transactions between 

regulated and unregulated affiliates as well as family members. While the Commission may 

not order unregulated affiliates to abide by this Code of Affiliate Conduct, the Commission 

expects the Company to operate pursuant to that Code in its dealrogs with the unregulated 

affiliates. If the unregulated affiliates do not abide by the Code, additional time will be 

required in future rate case audits, and hlgher rate case expense may result so voluntary 

comphce  by the unregulated affiliates would reduce possible disallowances and lower rate 

case expense. 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues for the 

Cost Allocations and Staff’s recommended reporting of Corporate Cost Allocations? 

Yes. The Company’s position is addressed above in the Common Cost Allocation Section. 

The Company deems the separate reporting to be unnecessary and proposes to have this 

reporting addressed ia the Code of Affiliate Conduct. The Company states that Staffs 

current recommendation related to this reporting requirement is not detailed enough. 
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Q. 

A. 

Q. 

A. 

What is Staffs position about the Cost Allocations and the reporting of Corporate 

Cost Allocations? 

Staffs position is addressed above in the Cost Allocation Section. Staff would agree that the 

reporting requirements and reporting details should be addressed in the Code of Aftiliate 

Conduct but still deems this recommendation necessary, 

Did Staff review Chino Meadows’ rebuttal testimony concerning other issues for the 

Affiliate Receivable and Payables? 

Yes. Recommendation 1: The Company’s position is to accept that the Company should 

collect all receivables from affiliates within one year of the Decision in this case. The 

Company accepts this recommendation but does occasionally advance funds to unaffiliated 

employees. 

Recommendation 2 The Company’s position is to accept that the Company should cease 

making any further personal loans or advances with Company funds. The Company accepts 

this recommendation but does occasionally advance funds to unaffiliated employees. 

Recommendation 3: The Company’s position does not accept the recommendation in its 

entire9 that the Company should pay all payables to affiliates within 24 months of the 

Decision. However, the Company does support the recommendation with respect to 

unregulated affiliates. The Company indicated that an issue may arise of a potentially taxable 

dividend to Mr. Levie due to this recommendation. 

Recommendation 4: The Company’s position does not accept the recommendation in its 

entirety that the Company should obtain specific authorization by the Commission for 

indebtedness payable, including amounts appearing in affiliate payable accounts. However, 

8 
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the Company does support the recommendation with respect to unregulated affiliates. The 

Company indicated that an issue may arise of a potenaally taxable dividend to Mr. Levie due 

to this recommendation. 

Q. 

A. 

What is Stafl's position about the other issues for the m a t e  Receivable and 

Payables ? 

Recommendation 1: Staffs position is that the Company should collect all receivables within 

one year from the date of the Decision and the Company should not occasionally advance 

funds to unaffiliated employees. 

Recommendation 2 Staffs position is that the Company should cease making any M e r  

personal loans or advances with Company funds and the Company should not occasionally 

advance funds to unaffiliated employees. 

Recommendation 3: Staffs position has not changed from direct testimony. The Company 

should pay all payables to affiliates within 24 months of the Decision in this case. 

Additionally, Speculation on the potential taxable dividend to Mr. Levie is not relevant in this 

case. Staff notes that the Company is a "for prof? entity and a taxable dividend would seem 

appropriate. 

Recommendation 4 Staffs position has not changed from direct testimony regarding 

indebtedness. Staff is not prepared to speculate on the potential taxable dividend to Mr. 

Lmie in this case. 
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6 

7 

8 

9 

10 

* *  

Surrebuttal Testimony of Teresa B. Hunsaker 
Docket No. W-02307A-14-0231 
Page 14 

Q. 

A. 

Q* 
A. 

Q. 
A. 

Did Staff review Chino Meadows' rebuttal testimony concerning Staff's 

recommendation regarding the appointment of an Interim Manager? 

Yes. The Company is opposed to an interim manager without due process. 

What is Staffs position about the appointment of an Interim Manager? 

Staff's position is that the Company is being provided due process opportunities through the 

processing of this rate case. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 



* *  ' .  

LINE 
No. 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

~~~ ~ 

DESCRIPTION 

Surrebuttal Schedule TBH CM-lA 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Adjusted Rate Base - OCRB and FVRB 

Adjusted O p e r a w  Income (Loss) 

Current Rate of Retum (L.2 / L1) 

Required Operating Income (L3 * L1) 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor 

Increase (Decrease) In Gross Revenue (L(, * L5) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L7 + L8) 

IRequired Increase/@ecrease in Revenue) (Yo)  (L8/L9) 

References: 

[A] 

COMPANY 

$1 71,398 

('426,998) 

-15.75% 

$74,604 

$101,603 

1.3682 

$139,014 

3358,364 

$497,378 

38.79YJ 

Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column [B]: Staff Schedules Surrebuttal TBH CM-2, TBH CM-3, & TBH CM-13A. 

PI 

STAFF 

$1 6 1,528 

$47,916 

29.66% 

$47,916 

$0 

1.3196 

$0 

$357,985 

$357,985 

0.00% 1 
I 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

LINE 
NC2, 

Surrebuttal Schedule TBH CM-1B 

DESCRIPTION 

I 1 tiG8<,r+q REVENUE REQUIREMENT - STAFF'S ALTERNATIVE RECOMMENDATION \* II 1 

Adjusted Rate Base - OCRB and FVRB 

Adjusted Operating Income (Loss) 

Current Rate of Retum (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Increase (Decrease) In Gross Revenue (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 ~ ~ IRequired Increase/(Decrease in Revenue) (YO) (L8/L9) 

References: 

[A] 

COMPANY 

$171,398 

($26,998) 

-15.75% 

43.53% 

$74,604 

$1 01,603 

1.3682 

$139,014 

$358,364 

$497,378 

Column [A]: Company Application 2nd Amended Page 6 and Attachment No. 3 Page 1 Amended. 
Column PI: Staff Schedules Surrebuttal TBH CM-2, TBH CM-3, & TBH CM-13B 

1 

STAFF 

$1 61,528 

$47,916 

29.66% 

10.00% 

$16,153 

($31,764) 

1.3196 

($41,914) 

$357,985 

$316,072 

-1 1.71% 



Chino Meadows I1 Water 6, Inc. 
Docket No. W4237OA-144231 
Test Year Ended December 31,2013 

23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
5G 

Surrrburral Schedule TBH CM-2 

Combined Fcdeml and State Income Tax nnd Proputy Tax Rate (L.17 + U2) 

R ~ O p e r a ~ I n c o m c  
AdjurtedTat Yenr Opera+ Income &-a) 
Required Incrcse m 0pcmtin.g Income (L24 - Us) 

Income T w s  on Rccommendcd Rcvmuc (Col. [q, Lsz) 
Income Taxes on Tat Yeol Revenue ( C d  [A], L52) 
R e e d  Innensc m Reamre to Provide for Income Taxes (Ln - L28) 

R e m m m e d c d R m m u c R ~ e n t  
UncoUcmiblc Rnu (Lmc 10) 
Unco~cctble Expcnsc on Recommended Rnnnue (L30 * L31) 
Adpsted T a t  Yem Uncollectible E v e  
Required In-e in Revcnuc to Provide for Uncoflcchblc Exp. (L-32 - L33) 

PropmgTax6mithRaolnmcndedW 
Pmpcrly Tax on Test Year Rcvunx 
Inucase m Property Tax Duc to Inclwe in Revauc (L-35 - UC) 
Total Requind Inclewe m Revenue (L26 + I29 + W + L37) 

C a h k & n  of Inmme Tax 
Reanuc 
O p c m ~ ~ c o l 3 x d u d i n g I n c ~ T n x e r  

AdzonnTnwblc hmme (I39 -L40 -Ul) 
Adzann State Income Tax Rate 
Aizona Income Tax (L42 * L43) 
Fcdeml Tnxnble Income (L.42 - L44) 
FCdCEpl Tax on F b t  Income Bucket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Brndiet ($51,001 - $75,000) @ 25% 
Federal Tax on ThLd Income B&t ($75,001- $100,000) @ 34% 
Federal Tax on Fourth In- B d t  ($100,001- $335,000) @ 39% 
Fcdeml Tax on Fifth Income Bmcket ($335,001 - $10,000,000) @ 34% 
Total Federal Incomc Tax 
Combined Federal nnd State Income Tax (L44 + L51) 

Applicabk Fcdeml Incnne Tax Rate (CoL [q, L51- CoL [A], Lsl] / [Col. [q, L45 - CoL [A], Us) 

cZ&nk&n ofInimst .Srn&vmdcm 
RateBnsc 
Weighted Avemgc Cost of Debt 

S p l d u o m p a  h - t P )  

S~duonizcd Intenst (L45 * L46) 

U0.l PESCRIPTION 

[A] Pl 

100.00% 
21.88% 
78.12% 

$16,152 
47,916 

$4964 
12,958 

(57C 

s17.w3l 

Test Ye= and S d  
RCCOaUlI~dptiOn 

$357,985 
297,110 

60,874 
0 

6.w% 
3,652 

5 7 w  
7300 
1,805 

0 
0 
0 

23.16V 

S t a f f A h d V t  
Recommendation 

$316,07071 
295,855 

C 
20,Zli 
6 003 
1 , Z P  

19.004 

2,851 - 4,061 - 
16.8897? 



Chino Meadows XI Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 3l,u)l3 

Surrebuttal Schedule TBH CM-3 

- 
LINE 
- NO. 
- 

1 
2 
3 

4 

6 
7 
8 

9 

10 

12 

13 

DESCRIPTION 

'lant in Service 
RSS:  Accumulated Depreciation 
\iet Plant in Service 

m 
idvances in Aid of Construction (AMC) 

Iontxibutions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIhC 

rotal Advances and Contributions 

htomer Deposits 

400: Worknp Cdital 

:ash Working Capital Allowance 

Total Rate Base 

References: 

[A] 
COMPANk 

As 
FILED 

$843,924 
670,573 

$173,351 

$13,219 

31,478 
11,005 

$20,473 

33,692 

1 1,740 

43,479 

$171,398 

STAFF 
ADPSTMENTS 

($48,014 
(56,657 
$8,643 

($3,64? 

10,406 
2,367 

$8,039 

4,390 

0 

(14,122: 

($9,870) 

ADJ 
NO. 

M 
STAFF 
As 

ADJUSTEC 

$795,910 
613,916 

$181,994 

$9,571 

41,884 
13,372 

$28,512 

38,082 

11,740 

29,357 

$161,528 

Column [A], Company Application - Attachment No.1 Supplemental Page 1 
Column PI: Schedule TBH CM-4 
Column [c]: Column [A] + Column P] 
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. *  

Sombuad Schcduk TBH CM-5 

I I 50% Half Yeu  Convcntron 

I 613 F m  Schedule TBH cM4/RB Ad! No 2 
40 
49 Totals 
M 

From schdulc TBH CM-SIRB A 4  No. 1 
F m  Schedule TBH CM-5/RB A 4  No. 1 

Fmn Schedule TBH CM-5/RB Mi No. 1 

BdecuHL 
Column [A] b p q  Appkauon - Attachment No 1 Supplemental Page G 2 - 6 3 uld Page 22, Attachment No 1 Supplemental 5 1 (Lrre 3) 
Glumn Tcrbmq,  TBH 
column [c) Cdumn b] + cdumn p] 

' b  



'. 
Chino Meadows I1 Water Ca., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,u)U 

Surrebuttal Scheduk TBH CM-6 

I RATE BASE ADJUSTMENT NO. 2 - CIAC FOR PIANT PAID FOR WITH INSURANCE PROCEEDS AND AMORTIZATION OF CIAC I 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.4 
Column p]: Testimony, TBH 
Column [CJ: Column [A] + Column [B] 



Chino Meadows I1 Water Co., Inc. 
Docket NO. W-OU~OA-I~-OUI 
Test Year Ended December 31,2013 

. '  * *  

Surrebuttal Schedule TBH CM-7 

- . a t ,  ~ \ ~ RATE BASE ADJUSTMEN" NO. 3"AIAC REFUNDS NOT RECOGNIZED IN TEST YEAR . e *  " _. 

LINE COMPANY STAFF STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS As ADJUSTED 

1 2013 Deferred credits, Acct No. 252 - Advances in Aid of Construction $13,219 $0 $13,219 
2 2013 Deferred Credits, Acct No. 252 - Advances in Aid of Construction Payments Due Customers 0 (3,649) (3,649) 

$13,219 ($3,649) $9,571 

References: 

Column [B]: Testimony, TBH, Company's response to DR's CM TBH 1.18 and CM TBH 2.10. 
Column [C]: Column [A] + Column [B] 

COIW [A]: Company Applj~at i~ l -  Attachment NO. 1 - Supplemental Page 2 



5 *  

Surrebuttal ScheddeTBH CM-8 Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14.0231 
Test Year Ended December 31,u)W 

LINE COMPANY 
NO. DESCRIPTION As FILED 

1 Acct No. 307 - Wells & Spdngs $27,448 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Acct No. 320 -Warn Treatment Equipment 
Acct No. 320.2 - Soluntion Chemical Feeders 
Acct No. 330 -Distribution Reservoirs &Standpipes 
Acct No. 330.1 -Storage Tanks 
Acct No. 330.2 - Pressure Tanks 
Acct No. 331 -Transmission & Distribution Mains 
Acct No. 340 - Office Furniture & Equipment 
Acct No. 340.1 - Computers &Software 
Acct No. 346 - Communication Equipment 

6,406 
0 

51,684 
0 
0 

304,674 
9,346 

10,107 
25,923 _ _  

Aca No. 347 - Miscellaneous Equipment 
TOTAL PLANT RECLASSIFICATIONS 1 $435,594 

0 

ADJUSTMENTS AS ADJUSTED 
$539 $27,987 

6,406 6,406 

36,415 36,415 
15,269 15,269 

268 304,942 
6,534 15,880 

494 10,601 
(3,121) 22808 

(6,406) 0 

(51,684) 0 

3,975 I 3,975 
$8,689 I $444,283 

Column [A]: Company Application -Attachment No. 1 Supplemental Page 6.2 - 6.5 
Column PI: Testimony, TBH, Company Data Request Responses 
Column [q: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3l,2OW 

COMPANY STAFF 
DESCRIPTION As FILED ADWSTMENTS 

icct No. 340 - Office Furniture & Equipment 99,346 ($9,346) 
icct No. 341 - Transportation Equipment 96,569 (40,749) 
icct No. 346 - Communication Equipment 25,929 (5,608) 

* '  

Surrebuttal Schedule TBH CM-9 

STAFF 
As ADJUSTED 

$0 
55,820 
20,321 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Office Computer 2,683 
Printer 355 

Office Computer 1,950 
Fax Machine 120 

Book Case 101 
Office Desk 624 

Total Office Furniture & Equipment $9,346 

1998 Ford Servicc Truck $11,287 
2000 Ford Ranger 5,350 

4,103 
1975 Ford Water Truck 7,500 

1999 Ford Truck 12.509 

Pre 1995 - Unidentified Vehidcs 

I $40,749 Total Transportation Equipment 

Lascr Pnnter 472 
Caselle Support 660 

CPU Backup 103 
Network Router 87 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.1 - 6.5 
Column p]: Testimony, TBH 
Column [C]: Column [A] + Column @3] 



’ ,  
Chino Meadows I1 Water Co., Inc. 
Docket No. W-OZ37OA-140231 
Test Year Ended December 31,ZOW 

LINE 
NO. 
1 

Surrebuttal Schedule TBH CM-10 

COMPANY STAFF STAFF 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

Acct. 345 Power Operated Equipment Unsupported Non-Company Use $3 1,461 @1,(w $30,461 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 6.5 
Column PI: Testimony, TBH 
Column [C] Column [A] + Column p3] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,2013 

LINE 
NO. 
1 

Surrebuttal Schedule TBH CM-11 

COMPANY STAFF STAFF 

Accumulated Depreciation $670,573 ($56,657) $61 3,9 16 
DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 



fl 

Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,20l3 

I 
.INE COMPANY 
NO. DESCRIPTION AS FILED 

1 Cash Working Capital Allowance $43,479 

Surrebuttal Schedule TBH CM-12 

STAFF STAFF 
ADJUSTMENTS AS ADJUSTED 

($14,122) $29,357 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 - 

Operation & Maintenance* $226,902 

$28,363 
Multiplied by X 1/8 

Purchased Power 8c Purchased Water $23,832 
Multiplied by X 1/24 

$994 

Total Cash Working Capital Allowance $29,357 

* Less depreciation, taxes, purchased power and purchased water 

References: 
Column [A]: Company Application - Attachment No. 1 Supplemental Page 7 
Column p33: Testimony, TBH, Company Data Request Responses 
Column [C] Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31, U)U 
Docket NO. W4237OA-14-0231 

P1 

STAFF 
TESTYEAR 

AD-IUSTMENTS 

a0 
0 

(379) 
($379) 

($59,487) 
(15,750) 

0 
0 

(609) 
(71) 

(342) 
(18,735) 
(2,924) 

37 
8,438 

(8,448) 

(667) 

(5,577) 

(2,346) 

(2,910) 

0 
1,667 

2,843 

0 
(976) 

10,634 
19,930 

0 
($75,294) 

374,914 

Surrebuttal Schedule TBH CM-UA 

AD] 
No 

1 

5 
5 

5 
5 
5 
5 
5 
2 

j 

5 
5 
5 

3 

4 

I3 

5 

7 
5 
8 

JNE 
Ea 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 - 

DESCRIPTION 

J X E l V 7 E S :  
Metered Water Sales 
Water Sales - Unmetered 
Other Operahg Revenues 
Total Revenues 

Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Ex?. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depredation Expense 
Taxes Other Than Income 
Propetty Taxes 
Payroll Taxes 
Income Taxes 
Roundrng 
Total Operating Expenses 

Operating Income (Loss) 

[A] 

COMPANY 
TESTYEAR 
& FILED 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
1 1,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 

$385,362 

(826,998) 

(1; 

Refecenca 
Column [A]: Company Application - Attachment No. 2 supplemental Page 1 
Column PI: Schedule TBH CM-14 
Column [C]: Column [A] + Column p ]  
Column PI: Schedules TBH CM-1A and TBH CM-2 
Column [E]: Column [c] + Column p] 

IC] 
STAFF 

rEST YEAI; 
As 

ADlUSTEQ 

$345,620 
0 

12,365 
$357,985 

$1 20,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310,068 

$47,916 

(1 

A 
STAFF 

RECOMMENDEI 
CHANGES 

0 
0 
$0 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

$0 

B1 

STAFF 
RECOMMENDE D 

$345,620 
0 

12,365 
$357,985 

$1 20,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
2,000 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310.068 
(1) 

$47,916 



Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31,2013 
Docket NO. W4237OA-14-0231 

Surrebuttal Schedule TBH CM-UB 

- 

;IN 
- m 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 - 

DESCRIPTION 

, 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 
Total Revenues 

, X?EIVSES: 
Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General LabiIity 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation ELpense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 
Total Operating Expenses 

Operating Income (Loss) 

[A1 

COMPANY 
TEST YEAR 
AS FILED 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
1 1,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 

$385,362 

(826,998) 

(1) 

IBl 

STAFF 
TESTYEAR AD] 

ADTUSTMEm NO 

$0 
0 

(379) 1 

($379) 

($59,487) 5 
(15,750) 5 

0 
0 

(609) 5 
01) 5 

(342) 5 
(18,735) 5 

(2,924) 5 
37 2 

8,438 j 

(8,448) 5 

(667) 5 

(5,577) 5 

(2,346) 6 

(2,910) 5 

0 
1,667 3 

2,843 4 

0 

10,634 5 
(976) 7 

19,930 8 

IC] 
STAFF 

rEST YEAI 
As 

ADTUSTED- 

$345,62C 
C 

12,365 
9357,985 

$120,478 

0 
4c 

23,192 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

$310,068 

$47,916 

15,950 

2,000 

(1' 

RECOMMENDEI 

($41,913 

($41,913 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

(691: 
0 

(8,894: 
6 

($1 0,149 

($31,765 

(570. 

STAFF 

$303,705 
C 

12,365 
963 16,072 

$1 20,478 
15,95C 

0 
4 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
2,000 

445 
15,000 
3,271 
4,263 

18,048 
0 

17,003 
10,634 
4,064 

5 
8299.91 9 

$16,153 

Column [A]: Company Application -Attachment No. 2 Supplemental Page 1 
Column [B]: Schedule TBH CM-14 
Column [C]: Column [A] + Column p3) 
Column [D]: Schedules TBH CM-1B and TBH CM-2 
Column PI: Column [C] + Column [D] 
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Chino Meadows I1 Water Co., Inc. 
Docket No. W-OZ37OA-144231 
Test Year Ended December 31,2013 

LINE 
NO. 

1 

S-buttal Schedule TBH CM-15 

STAFF 
COMPANY ADJUSTMENTS STAFT 
AS FILED (COl C - COI A) As ADJUSTED DESCRIF'TION 

Surcharge - Other Revenue 

I ~ OPERATING INCOME ADJLSTMJ3NT NO. 1 - UNAU'I'HOEIZED SURCHARGE - OTHER REVENUE 1 

$12,744 ($379) $12,365 

References: 
Column [A]: Chino Meadows general ledger provided in DR CM TBH 1.3 
Column p]: Testimony 
Column [q: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-144231 
Test Year Ended December 31,20W 

LINE COMPANY STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS 

$4,791 $37 

Surrebuttal Schedule TBH CM-16 

STAFF 
AS ADJUSTED 

$4,828 

c d'&y OPERATING INCOME'ADJVSTMENT NO. 2*- WATER TESTING . . - ** * 1 

1 Water Testing 

geferences: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column [B]: Testimony, TBH, Engineering Report 
Column [C]: Column [A] + Column [B] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3l,20l3 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Surrebuttal Schedule TBH CM-17 

STAFF 
COMPANY ADJUSTMENTS STAFF 

DESCRIPTION AS FILED (Col C - Col A) AS ADJUSTED 
Rate Case Expense $13,333 $1,667 $1 5,000 

Staff Adjusted Normalize over Rate Case 
Company Expense as filed Rate Case Expense Difference 3 years 

ChinoMeadows $40,000 $45,000 $5,000 $1,667 
Granite Mountain 10,Ooo 30,000 20,000 6,667 
Total $50,000 $75,000 $25,000 $8,333 

References: 
Column [A]: Company Application - Attachment No. 2 Supplemental Page 1 
Column PI: Testimony, DR'S CM TBH 1.5 Supplemental & CM TBH 2.5 
Column [C]: Column [A] + Column p] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

LINE COMPANY STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS 

1 Bad Debt Expenses $1,990 $2,843 

Surrebuttal Schedule TBH CM-18 

STAFF 
AS ADJUSTED 

$4,833 

5 
6 
7 
8 

Reclassification 
To correct for bad debt expenses included in miscellaneous expenses $3,000 ' 

To adjust for bad debts recovered and collection fees included in dsceUaneous expenses (157) 

Test Year Revenue $358,364 

Average Write-off Rate 1.3486% 

Notes: Company included in Misc expenses. Staff reviewed the last four years of actual bad debt expenses. The Company 
stated that the total was an typo error ($3,000). The amount appears to be reasonable. 

2010 4,687.50 
2011 5,484.76 
2012 4,017.55 
2013 4,832.79 
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Chino Meadows I1 Water Co., Inc. 

Test Year Ended December 31,2013 
Docket NO. W4237OA-140231 

Surrebuttal Schedule TBH CM-19b 

.INE 
NO. DESCRIPTION 

1 SalaciesandWages 
2 
3 PurchasedPower 
4 Chemicals 
5 Rep& and Maintenance 
6 Of& Supplies & Expense 
7 Rents 
8 ContractualServices 
9 Transportation Expenses 
10 Insurance - General Liabfity 
11 
12 Miscellaneous Expenses 
13 PayrollTaxes 

Salvies and Wages - Officers 

Insurance - Health and Life 

31,700 
24,401 

8,899 
30,594 

11,457 
24,752 

2,667 

[A1 Pl rcl 
30MPANY STAFF STAFF 
ASFILED ADJUSTMENTS ASADJUSTED 

$179,965 ($15,718) $164,247 
31,700 
24,401 

425 
10,180 
18,594 
12,000 
10,957 
26,569 

8,964 
2,667 
5,451 

15.718 

38 I I 

$15,718 



Chino Mead- I1 Water Co., Inc. 
Docket No. W.02370A-14M31 
Test Year Ended December 31,2013 

Surrebuttal Schedule TBH CM-19c 

40. DESCWPTION 
1 Salaries and Wages 
2 
3 PurchasedPower 
4 Chemicals 
5 Repak~andMaintenance 
6 Office Supplies & Expense 
7 Rents 
8 C o n d S e r v i c e s  
9 TransportationErpenses 
10 Insurance - General LLbilitg 
11 Insurance - Health and Life 
12 M~scellurmusExpenses 
13 PapllTaxes 
14 

Salaries and Wags - Officers 

$177,765 
31,700 
24,401 

8,877 
30,594 

11,457 
24,752 
8,764 
2667 
8,848 

Bl rq 
STAFF STAFF 

ADJUSTMENTS AS ADJUSTED 
($17,444) $162,521 
(16,434) 15,266 

24,355 
425 

(124) 8.715 
(2804) 27,770 

0 0 
(1332) low 
0,380) 17,372 
(1,058) 7,706 

0 2667 
(2301) 6,547 
(1,539) (1,537 

(46) 
0 

53 PayroUTvres 
54 Non-regulated pay 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-140231 
Test Year Ended December 31,2013 

LINE 
NO. 

P '  

Surrebuttal Schedule TBH CM-19d 

DESCRIPTION 
Salaries and Wages 1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Office Supplies 8c Expense 
Normalize Carbonite over 3 years ($94) 
Normalize GoDaddy 5 year contract (114). ($208) 

- 
Salaries and Wages - Officers 
Purchased Power 
Chemicals 
Repairs and I M amtenance ' 

Office Supplies & Expense 
Rents 
Contractual Services 
Transportation Expenses 
~hsurance - General Liability 
Insurance - Health and Life 
iMiscdaneous Expenses 
IPayroll Taxes 

1a1 
COMPANY 
As FILED 

$179,965 
31,700 
24,401 

425 
8,899 

30,594 
0 

11,457 
24,752 

8,964 
2,667 
8,848 

0 

A 
STAFF 

ADTUSTMENTS 

c 

$13,834 
0 
0 
0 
0 

0 
0 

594 
0 
0 
0 

(208: 

(18C 

Salaries and Wwes 
Y 

Normalize salaries and benefits $13,834 I $13,834 

~~ 

Transportation Expenses 

lI&&mce - General Liabilitv I 

[cl 
STAFF 

A!j ADJUSTED 
$193,799 

31,700 
24,401 

425 
8,899 

30,386 
0 

11,457 
24,566 
9,558 
2,667 
8,848 

0 



Chino Meadows I1 Water Co., Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended December 31,20U 

Surrebuttal Schedule TBH CM-19e 

Icl 
Total 

AMUal 
Gallons 
Pumped 

Gallons 

0.13% 2.95% 1.00% 
85.81% 70.12% 75.00% 

[A] P1 M W El F1 

Net 
Plantin Total Annual 

Line Customer Customer NetPlant Service Annual Revenues 
No. Company Count Count% inservice % Revenue Ya 

1 Antelope Lakes 2 0.20% $62,347 11.34% $613 0.13% 95 

4 Total 1,022 $549,648 $475,424 74,745 100.000/0 100.00% 

2 CbinoMeadows 899 87.96% 173,351 31.54% 357,364 75.17% 64,140 
3 GraniteMountain 121 11.84% 313,950 57.12% 117,447 24.70% 10,510 14.06% 26.93% 24.00% 

References: 
Column [A]: The Customer counts for Chino Meadows and Granite Mountain the applications; and for Antelope Lakes, the 2013 
Annual Report, p. 12 as of 12/31/2013 
Column PI: Column [A] / Line 4. 
Column [q: The Net Plant in service information for Chino Meadows and Granite Mountain are from the applications & Schedule 
TBH CM-4; the information for Antelope Lakes is from the 2013 Annual Report on Revised Balance Sheet, p. 6 as of 12/31/2013 
Column PI: Column [q 1 Line 4. 
Column PI: The Total Annual Revenue information for Chino Meadows and Granite Mountain are from the applications; the 
information for Antelope Lakes, is from the 2013 Annual Report, p. 8 as of 12/31/2013 
Column m: Column p] / Line 4. 
Column [GI: The Total Annual Gallons Pumped information for Chino Meadows and Granite Mountain is from the application; the 
information for Antelope Lakes, is from the 2013 Annual Report on Revised Balance Sheet, p. 12 as of 12/31/2013 
Column [HI: Column [GI / Line 4. 
Column m: Average of Columns p, D, F, and HJ. 
Column [I]: Staff Adjusted 4-factor percentage. Discussed in Surrebuttal Testimony. 



Chino Meadows XI Water CC., I N .  

Test Year Ended December 31,2013 
Dockt NO. W4237OA-14-0231 

2014 Cumnt 2014 2014 Unregulated ' 
JNE u)14 or Estimated Current or Estimated Current or Estimated Hours 
NO. Current Salaries Hourly Rate Salary and Wages Payroll Taxcs YO 

1 Barney2 $26.61 $55,356 $4,670 10% 
2 N e h  14.50 30,160 2,714 5% 

4 Fachter 14.50 30,160 2,714 
3 Lopez 17.50 36,400 3,276 

5 Magnussen 1250 26,000 2340 40% 
6 round in^ 0.00 5 3 
7 Total $178,082 $15,718 

Surreburtal Schedule TBH CM-19f 

Staff Staff 
2014 2014 Adjusted Adjusted 

Unregulated Unregulated Salaries Payroll 
Salary and Wages Payroll Taxes and Wagcs Taxes 

$5,536 $467 $49,821 $4,203 
1,508 136 28,652 2,579 

36,400 3876 
30,160 2714 

10,400 936 15,600 1,404 
5 3 

$17,444 $1,539 $160,638 $14,179 

9 
10 

Column [A]: Company Application - Attachment No. 2 Supplemmtal Page 1 
Column [B]: Testimony, TBH 
Column [q: Column [A] + Column p] 

Hours per we&/2,080 hours per year. Percentages provided by Chmo Meadows (CM) and Granite Mountain (GM) in DRs CM TBH-1.25, CM TBH-ZlU, GM TBH-2.5 and GM 
TBH-25g. 
'Per DR CM TBH 1.25~. Barney $13,000 bonuses to a d p t  pay to match responsibitities. 



* *  

Chino Meadows 11 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

DESCRIPTION 

Surrebuttal Schedule TBH CM-19g 

Officer Salary 

Hollis worked per month NO. 
1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 

Less hours out of town (33 percent of the total monthly hours) 
Adjusted Hours 

Adjusted Hours * $36.25' * 12 months 

Adjusted Officers Salary 
Less Additional Increase for Operations Manager from 2013 to 2014 

17 
18 
19 
20 
21 
22 

29.37 
59.63 

$25,939 

(4,673) 
$21,266 

Supemsion and management of company personnel 
Oversight of company operations 

Provide strategic direction 
Review company financial data kcluding payables, receivable, revenue and expenses 

Provide legal representation for Company 
Review payroll and sign checks 

Review and authorize all vendor payments 
Acquire regulate and oversee company loans and long-term debts 

Meeting with operations management to review capital program and address operational issues and ensurt 
proper facilities and equipment are available 

Develop and review company processes and procedures to ensure regulatory compliance 
Review & advise Company on manuals such as employee handbook & emergency response manual 

6 
6 

12 
8 
4 
4 
8 

20 
8 



* *  I' 

Surrebuttal Schedule TBH CM-UI 

PLANT in NonDepreciable DEPRECIILBLE DEPRECIATION 
LINE ACCT SERVICE nFultyDcprrcufed PLANT DEPRECIATION EXPENSE 
NO. NO. DESCRIPTION Per StatT PLANT (Col A - Col B) RATE (Col C x Col D) 

1 301 orgaolvtlon Cost 56,843 $6,843 SO 0 00% IO 

3 303 Land and Land Rghts 15204 15204 0 0 ooo/. 0 

5 305 Collgtlng and Impouadmg Reservm 4,350 0 4,350 250% 109 

7 309 SupplyMams 1 ,m 0 1 ,m 2Wh 20 

2 302 Fran&es 0 0 0 0.Wh 0 

4 304 Suuc@.ues and ImproMnmts 44,339 0 44339 3.33% 1,476 

6 307 Wel!sandSprmgs n,m7 9,096 18,891 3.33% 629 

8 310 Powa Genenaon Eqmpment 12,401 0 12,401 5.00% 620 

Chino Meadow 11 Water Co, Inc 
Docket No. W4237M-14-0231 
Test Year Ended D ~ a n b e r  31 2013 

15 330.2 PressureTanks 
16 331 Tnnsmission and Dismbudon h k  

I .&W> . I t  -, c OPEBATINC INCOMB ADJUSTMENT NO. 6 - DEPRECIATION ECPJ3NsB ON l" YEAR PLANT ' ' . e/ I 

15,269 
304,942 I 

_ _  
r. 

0 

0 
20 00% 0 

b-f 

I 222% 473 
5 OW/O 0 
2 W ? o  2,739 

46,268 

0 
6,406 

36.415 

.p:-- 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

46,268 

0 

.li."=nf": :- 
AB:" I 
i .=: 

333 Services 30,067 7,181 22,886 3.33% 762 
334 Metm and Meter Insidhtions 89,177 0 89,717 8.33% 7,478 
335 Hydrants 12,042 0 12,042 2Wh 241 
336 Backflow Prevention D&s 0 0 0 6.61% 0 
339 other PIant aad Misc&wus Equipment 16,728 1305 15,423 6.67% 1,029 

340.1 Computers and Sofhvare 10,601 14m1 20.W/* 9120 
341 T~nsponntionEquipmmt 55,820 55bm 0 20.00% 0 
343 Tools, Shop, and Garage Eqnpment 1,274 0 1,274 5.Wh 64 
344 LabontoryEqupment 0 0 0 10.00% 0 
345 Power Opented Egurpment 30,461 18377 12,084 5.00?/0 604 

347Miscdlvlmus~ment 3,975 0 3,975 10.00% 398 
348 Orha Tan&le Equipment 0 0 0 0.00% 0 

.Total Plant $795,910 $364,816 . $431,034 520,918 

340 Office Fuminue and Equipment 6,534 0 6,534 6.67% 436 

346 Comm&tion Equipment 1 7,200 0 17,200 1O.Wh 1,720 

Amortintion of Piant based on Approp~iate Depxeciauon btes  
Desmpdon Phnt in M c e  Depreciation Rates AmoniZntion of CIAC 

. Powc?xGenention $530 5.Wh $27 
Trans & Disa 3,635 200% 73 
Computm & So- 6 9 8  20.00% 1,242 

6,406 
T 

i5,irn 
152G9 

167,988 

0 

0 
0 

21,295 
0 

136,954 

1250% 

3 33% 

43 Id 
47 
48 
49 
50 
51 
52 
53 
54 

Amortization of QAC (Depreaaion Rata Identified): 
UAC Plant in SerVLe peprecptioo Rates Identifies): 

Composite Depreciation Rate (Depr Exp / Depreciable Plant): 
CIAC Less CL4C (Depreaation Races Idenofaed): 

Am-tion of ClAC (Lne 33 x Line 34): 

Total Amorihtion of CIAC (Lme 41 + Line 46) 

DQ&& Expense Ekfore AmorcizptiOn of CJAC 
Less Am+& of CIAC: &me 48) 

Test Year Deprschtion Expense - S& 

S t e s  Total Adjustment: 
I Depreciation Expense - Company 

I 1 55 I I I 

Column [A]: Schedule TBH CM-1 
Column p]: From Column [A] 
C o b  [q: Column [A] - C o l m  p] 
C o d  pl: Engineering Staff Repon Wit JWL Table B 
Column (E]: Column [q x columo [D] 



Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 3% 20U 

LINE 
NO. PROPERTY TAX CALCULATION 

Staff Adjusted Test Year Revenues 

Surrebuttal Schedule TBH CM-21 

STAFF STAFF 
AS ADJUSTED RECOMMENDED 

46357,985 $357,985 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 
22 

23 

Weight Factor 
Subtotal (Line 1 * h e  2) 
Staff Recommended Revenue, Per Schedules Surrebuttal TBH CM-1A & TBH CM-1B 
!Subtotal (he  4 + Line 5) 
Number of Years 
Three Year Average (Ltne 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value @e 7 * Line 8) 
Plus: 1OYo of CWIP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 -k Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Lme 12 * h e  13) 
Composite Property Tax Rate 

Staff Test Year Adjusted Property Tax @ne 14 * Line 15) 
Company Proposed Property Tax 

Staff Test Year Adjustment @ne 1 6 - h e  17) 
Property Tax - Staff Recommended Revenue @ne 14 * Line 15) 
Staff Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Propeq Tax Expense Due to Increase in Revenue Requirement 
Increase to Property Tax Expense, Schedule Surrebuttal TBH CM-13B 

Increase m Revenue Requirement, Schedule Surrebuttal TBH CM-13B 

t--”””l1 $1,073,954 
3 

$357,985 

$715,969 t-i 
$715,969 

132,454 
18.50% 

$17,694 

($976) 

31 6,072 
$1,032,041 

3 
$344,014 

2 
$688,027 

46688,027 

127,285 
18.50% 

13.36O/o 

$1 7,003 
17,694 

References: 
Line 1 5  Composite Tax Rate line 28 of the Company’s proforma Adjustment No. 7 in Attachment No. 2, Supplemental page 9 Amended 
Line 1 7  Company 2nd Amended Application page 19. 
Line 21: Line 19 - Line 20 



Chitlo Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

LINE 
NO. 

Surrebuttal Schedule TBH CM-22 

DESCRIPTION 
&h&Eqf Income Tax: 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

15 
16 
17 

18 
19 
20 

Revenue 
Less: Operating Expenses - Excluding Income Taxes 
Less: Synchronized Interest (L.17) 
Arizona Taxable Income (LA- L2 - L3) 
Arizona State Income Tax Rate 
Arizona Income Tax &4 x L5) 
Federal Taxable Income (L4 - L6) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @? 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @I 39% 
Federal Tax on Fifth Income Bracket ($335,001 - $10,000,000) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L6 + L13) 

Calculation o f  Interest s_Yncbmniration: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest (L16 x L17) 

Income Tax - Per Sta8 
Income Tax - Per Companj 

Staff Adjustmenl 

[A] 

Test Yeas 
$357,985 
297,110 

0 
$60,874 
6.000% 

$57,222 
7,500 
1,805 

0 
0 
0 

$161,528 
0.00% 

$0 

$12,958 
(6,972; 

$19,930 

I I 

LEFERENCES: 

$3,652 

9.305 
$12,958 

Line 18: Adjusted Income Tax - Company's proforma Adjustment No. 8 in Attachment No. 2, Supplemental page 10 Amended Line 32. 
Line 17: Company 2nd Amended Application page 19. 

Line 21: Line 19 - Line 20 



... 
Chino Meadows I1 Water Co., Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended December 31,2013 

Surrebuttal Schedule TBH CM-23 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

CASH FLOWS 

Cash Inflows 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenues 

Cotal Revenues 

:ash Outflows 
Salaries and Wages 
Salaries and Wages - Officers 
Employee Pensions & Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies & Expense 
Contractual Services 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Payroll Taxes 
Income Taxes 
Rounding 

Cotal Expenses 

3perating Income 

'lus: Depreciation Expense 
:ash Flow &om Operations 

[A1 
Company 

20W Test Year 
Income Statement 

As Filed 

$345,620 
0 

12,744 
$358,364 

$179,965 
31,700 

0 
40 

24,401 
425 

8,899 
30,594 
11,457 
4,791 

0 
24,752 
8,964 
2,667 

445 
13,333 
8,848 
1,990 

20,394 
0 

18,670 
0 

(6,972) 

$385,362 

($26,998) 

20,394 
($6,604) 

(1) 

Recommendation 
Cash Flow from 

erations 

$345,620 

12,365 
$357,985 

$1 20,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 
2,ooo 

445 
15,000 
3,271 
4,833 

18,048 
0 

17,694 
10,634 
12,958 

(1' 
$310,068 

$47,91 6 

18.048 
S65.964 

[C] 
S t a s  Alternative 
Recommenation 
Cash Flow from 

Operations 

$303,707 
0 

12,365 
$316,072 

$120,478 
15,950 

0 
40 

23,792 
354 

8,557 
11,859 
8,533 
4,828 
8,438 

16,304 
6,054 

445 
15,000 
3,271 
4,263 

18,048 
0 

17,003 
10,634 
4,064 

5 
$299,919 

2,000 

$16,153 

18.048 
$34,201 



Chino Meadows I1 Water Company Inc. 
Docket No. W-02370A-14Owl 
Test Year Ended December 31,2013 

Monthly Usage Charge 

5/8 x 3/4 Inch 
3/4 Inch 
1 Inch 
1 1,'2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Commodity Charge - Per l,OOO GaUons 

. .  " I, stdent& 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

n I, 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

2/4" Meter (Resldentlall 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

. .  

V4" Meter fComttmiaR 

First 3,000 Mons  
3,001 to 8,000 gallons 
Ova 8,000 gallons 

First 8,000 gallons 
Over 8,000 gallons 

I" Meter f,tdam& 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,OOO gallw 

First 10,ooO gallons 
Over 10,000 gallons 

1 112" Meter (AlUh& 

Fist 3,000 gallons 
3,001 to 8,000 gaUons 
Over 8,000 gallons 

First 20,000 gallons 
Over 20,000 gallons 

!" Meter f a  

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 40,000 gallons 
Over 40,ooO gallons 

RATE DES 

Present 
Rates 

1 17.7: 
26.6: 
44.31 
88.7: 

1420( 
266.2 
443.7: 
887.5( 

24 
3.x 
4.2( 

24 
3.2( 
4.2C 

2 4  
3.2C 
4.x 

24c 
3.x 
4.2G 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N/A 

2.40 
3.20 
4.20 

N/A 
N/A 

V - STAFF'S RECOMMl 

Surrebuttal Schedule TBH CM-HA 
Page 1 of 2 

DATION 
Company 
Proposed 

h t e s  

b 23.w 
34.5c 
57.5c 

115.00 
184.00 
368.00 
575.w 

1,150.00 

3.50 
5.10 
6.50 

3.M 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

S M  
Recommendec 

Rates 

8 11.75 
26.63 
44.38 
88.75 

14200 
266.25 
443.75 
887.50 

240 
3.20 
4.20 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 

N /A 
N/A 
N/A 

3.20 
4.20 

N/A 
N/A 
N/A 

3.20 
4.20 



LAZE DESK N CONTINUED - STAFF'S RECON-- Surrebuttal Schedule TBH CM-24 

Establishment 
Reconnecnon (Dehqumt) 
Mer Hour Senice Charge (Flat Rate) 
Meter Test (Tf Correct) 
Deposit 
Deposit Interest 
ieestablishmmt (mthyl 12 months) 
VSF Check 
3eferred Payment (per month) 
Meter Re-Read Gf Correct) 
a t e  Payment Fee (pa month) 

3" Meter (All C l a s e  

Fiat 3,000 gallons 
3,001 to 8,000 gallons 
Owr 8,000 gallons 

Fust 100,OOO gallons 
Over 100,000 gallons 

First 30,000 gallons 
Over 30,000 gallons 

Fmt 180,000 gallons 
Over 180,ooO gallons 

6" Meter 

Fust 30,000 gallons 
Over 30,000 gallons 

Fust 300,000 gallons 
Over 300,000 gallons 

Hydrant Meter 

All Usage, Per 1,OOO Gallons 
- 

f 

UoVme; Customer Meter at Customer Request 

25.00 
30.00 
25.00 
20.00 

* 
* 

** 

20.00 
1.50% 
15.00 
1.50% 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

5.10 
6.50 

N/A 
N/A 

5.10 
6.50 

N/A 
N/A 

6.50 

I" rruI 

Io" **** 
arger than 10" *- 

s 25.00 
35.00 
25.00 
30.00 

* 
* 

** 
20.00 
1.50% 
15.00 

- *L* 

-** -8 

LpL* pL* 

1.50% I *-@cos1 

Proposed 
Meter 

Insallation 
Charge 

I 150.00 
250.00 
300.00 
500.00 

1,500.00 
2,000.00 
3,500.00 
6,000.00 
N/A 

~~ 

$ 25.M 
30.M 
25.M 
25.M 

*r 

20.M 
1.509 

Recommended Reearnunended Total 
T d  Proposed SWice Line Meter hallation Recommended 

charae 
$ 600.00 

700.00 
875.00 

1,175.00 
2,500.00 
3,300.00 
5,300.00 
8,800.00 

N/A 

Service Size 
/8 x 3/4 Inch 
/4 Inch 
Inch 
1/2 Inch 
Inch 
Inch 
inch 
Inch 

h e r  6 inch 

Total Present 
charge 

$ 501.00 
575.00 
650.00 
716.00 

1,572.00 
2,400.00 
3,516.00 
6,916.00 

N/A 

I#* *-*I 

charge 
f 450.00 

450.00 
575.00 
675.00 

1,000.00 
1,300.00 
1,800.00 
5800.00 

A d d  Cost 

*#* *-*I 

Charge Charge 
f 150.00 $ 600.00 

250.00 700.00 
300.00 875.00 
500.00 1,175.00 

1,500.00 2,500.00 
2,oOO.OO 3,300.00 
3,500.00 5,300.00 
6,000.00 8,800.00 

Actual Cost Actual CDSt 

-* 
PI* 

Proposed 
Service Line 

charge 
$ 450.00 

450.00 
575.00 
675.00 

1,ooO.M) 
1,300.00 
1,800.00 
2,800.00 
N/A 



Chino Meadows I1 Water Company Inc. 
Docket No. W4237OA-14-0231 
Test Year Ended: December 31,U)U 

RATE 

Surrebuttal Schedule TBH CM-24B 
Page 1 of 2 

Monthly Usage Charge 

Meter Size IAU Classesb 
5/8 x 3/4 Inch 
3/4 Inch 
1 Inch 
11/2Inch 
2 Inch 
3 Inch 
4 tach 
6 Inch 

Commodity Charge - Per bo00 Gallons 

8" $' 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

$0 4" et 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

3/4" Meter (ResidentiQ 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

3/4" Meter (Commercial) 

First 3,000 gallons 
3,001 m 8,000 gallons 
Over 8,000 gallons 

First 8,000 @om 
Over 8,000 gallons 

1" Meter (All Classes) 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First l0,OOO gallons 
Over 10,000 M o n s  

1 1/2" Meter (All Classed 

First 3,000 gallons 
3,001 to 8,000 gaUons 
Over 8,000 gallons 

First 20,000 Mons 
Over 20,OOO gallons 

3" Merer (a 
First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 40,000 gallons 
Over 40,000 d o n s  

SIGN - STA 

Present 
Rates 

17.75 
26.63 
44.38 
88.75 

142.00 
266.25 
443.75 
887.50 

2.40 
3.20 
4.20 

240 
3.20 
4.20 

2.40 
3.20 
4.20 

2.40 
3.20 
4.20 

N/A 
N/A 

240 
3.20 
4.20 

N/A 
N/A 

2.40 
3.20 
4.20 

N/A 
N/A 

2.40 
3.20 
4.20 

N/A 
N/A 

7's ALTERNATIVE RE IMMENDATIO 
Company 
Proposed 

Rates 

23.00 
34.50 
57.50 

115.00 
184.00 
368.00 
575.00 

1,150.00 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

3.50 
5.10 
6.50 

N/A 
N/A 

staff 
kcommended 

Rates 

14.15 
22.13 
36.88 
73.75 

118.00 
236.00 
368.15 
737.50 

2.20 
3.00 
4.00 

220 
3.00 
4.00 

2.20 
3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 

N/A 
N/A 
N/A 

3.00 
4.00 



RATE DESIGN CONTINUED - STAFF'S ALTERNATIVE RECOMMENDATION Surrebuttal Schedule T B H  CM-24 

6 

First 3,000 gallons 
3,001 to 8,000 gallons 
Over 8,000 gallons 

First 100,000 gallons 
over 100,000 gallons 

4" Meter (All Class& 

Ftrst 30,000 gallons 
Over 30,000 gallons 

First 180,000 gallons 
Over 180,f~OO gallons 

5" Meter (All Classed 

First 30,000 gallons 
Over 30,000 gallons 

First 300,000 gallons 
Over 300,000 gaUons 

Hydrant Meter 
'\Tot Individud v Assiened) 
411 Usage, Per 1 ,000 Gallons 

Service Size 
x 3/4 Inch 
Inch 
ch 
2 Inch 
:h 
Ih 
:h 

Inch 
Over 6 Inch 

Other Service Charges 

$ 25.00 
30.00 
25.00 
20.00 

* 
* 

stablishment 
econnection (Delinquent) 
fter HOW Service Charge (Flat Rate) 
[eter Test (If Correct) 
eposit 
eposit Interest 

J 25.00 
35.00 
25.00 
30.00 

* 
* 

** 

t 25.00 
30.00 
25.00 
25.00 

* 
* 

** I , ** xstablishment (within 12 months) 

**** 
**** 
**** 

than 10" **** 

3.5 
5.1 
6.5 

N/d 
N/i 

5.11 
6.5( 

N / P  
N/A 

5.10 
6.50 

N/A 
N/A 

6.50 

** 
** 
** 
** 

*a** 
**** 
***I 

*ft* 

PaEe 2 01 

N/. 
N/d 

W d  

3.0 
4.01 

N / P  
NIP 

3.M 
4.M 

N/A 
N/A 

3.00 
4.00 

4.00 

*** @ cost *** fa cost1 

- 

Total Resac 
Chatge 

$ 501.00 
575.00 
650.00 
716.00 

1,572.00 
2,400.00 
3,516.00 
6,916.00 

N/A 

Recommendu 
Service fine 

Charge 
$ 450.00 

450.00 
575.00 
675.00 

1,000.00 
1300.00 
1,800.00 
f800.00 

Actual Cost 

I I 

Total Proposed 
Charge 

f 600.00 
700.00 
875.00 

1,175.00 
2,500.00 
3,300.00 
5,300.00 
8,800.00 

N/A 

250.00 

1,500.00 
2,000.00 
3,500.00 
6,000.00 

Actual Cost 

Total 
Reenmmended 

Charge 
$ 600.00 

700.00 
875.00 

1,175.00 
2500.00 
3,300.00 
5,300.00 
8,800.00 

Actual Cost 



Chino Meadows I1 Water Company Inc. 

Test Year Ended December 3l,2.013 
Docket NO. W-0237OA-14-0231 

Typical Bill Analysis - STAFF'S RECOMMENDATION 
General Service 5/8 x 3/4-Inch Meter 

Present Proposed Dollar Percent 
Zompany Proposed Gallons Rates Rates Increase Increase 

iverage usage 4,931 z 31.13 $ 43.35 $ 12.22 39.25% 

de& Usage 3,469 26.45 35.89 $ 9.44 35.69% 

itaff Recommended 

iverage Usage 4,931 41 31.13 $ 31.13 $ 0.00% 

dedian Usage 3,469 26.45 26.45 $ 0.00% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-Inch Meter 

Surrebuttal Schedule TBH CM-25A 

Staff 
YO Recommended YO 

3llons 
2onsumpuon 

1 ,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,003 
8,000 
9,000 

10,000 
11,m 
15000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,m 
25,000 
30,000 
35,000 
40,000 
45,000 
w000 
75,000 

l00,OOO 

3.50 
3,000 
5.10 

8,000 

Present 

1st Tier Rate 2.40 
1st Tier Breakover 3,000 

2nd Tier Rate 3.20 
2nd Tier Breakover 8-000 

5/8" x . 
Minimum Charg 

1 st Tier Rat; 
1st Tier Breakove 

2nd Tier Rat 
2nd Tier Breakove 

6.50 

29.58% 
Increase 

3rd Tier Rat 
Rates 

z 17.75 

3rd Tier Rate 4.20 
Rates Increase 

f 17.75 0.00?/0 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.15 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.15 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

o.ooo/o 

0.00% 
0.00% 
o.ooo/o 
0.00% 
0.00% 
0.00% 
0.00% 
o.w/o 
0.00% 
o.ooo/o 
0.00% 
0.00% 
0.00% 
0.00% 
o.ooo/o 
0.00% 
0.00% 
0.00% 
O.O00/0 
0.00% 
0.00% 
0.00% 
0.000/0 
0.00% 
0.00% 
0.00% 

4" 
f 17.75 

2.40 
3,000 
3.20 
8,m 
4.2C 

company 
Proposed 

5/8" x 3 
Minimum Charg 

1st Tier Rat 
1st Tier Breakove 

2nd Tier Rat 
2nd Tier Breakovt 

3rd Tier Rat 
Rates 

z 23.M 
26.5C 
30.K 
33.5c 
38.6C 
43.7c 
48.80 
53.90 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
117.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

31.51% 
33.040/0 
34.27% 
37.12% 
39.39% 
41 .24% 
42.78Oh 
44.08% 
45.07% 
45.90% 
46.59% 
47.1 9% 
47.709/0 
48.15% 
48.54% 
48.89% 
49.21% 
49.49% 
49.74% 
49.97% 
50.87% 
51.48% 
51.93% 
52.27% 
52.53% 
52.75% 
53.40% 

20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.1 5 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 

53.740/0( 427.35 I 0.000/0 



II 4 

:ompany Proposed 

,vetage Usage 

ledian Usage 

taff Recommended 

Lverage Usage 

ledian Usage 

Chino Meadows I1 Water Company Inc. 
Docket No. W-0237OA-14-0231 
Test Year Ended: December 3% 2013 

Present Proposed Dollar Percent 
Increase Gallons Rates Rates Increase 

4,931 $ 31.13 f 43.35 f 12.22 39.25% 

3,469 26.45 35.89 $ 9.44 35.69% 

4,931 $ 31.13 $ 27.14 $ (3.99) -12.81% 

3,469 26.45 22.76 $ (3.69) -13.96% 

Surrebuttal Schedule TBH CM-25B 

YO 

I" 
$ 14.75 

2.20 
3,000 
3.00 

8,000 
4.00 

-1 6.90% 
-15.88% 
-15.08% 
-14.43% 
-13.50% 
-12.76% 
-1 2.1 6% 
-11.66% 
-1 1.23?'0 
-10.63% 
-10.13% 
-9.71% 
-9.35% 
-9.04% 
-8.77% 
-8.53% 
-8.32% 
-8.13% 
-7.96% 
-7.80% 
-7.66% 
-7.12% 
-6.75% 
-6.48% 
-6.27% 
-6.11% 
-5.98% 
-5.58Oh 
-5.380/9 

Increase 

Y O  

11 

f 23.00 
3.50 

3,000 
5.10 

8,000 
6.50 

29.58% 
31.51% 
33.04Yo 
34.27% 
37.12Yo 
39.39% 
41.24% 
42.78% 
44.08% 

Increase 

45.07% 
45.90% 
46.59?/0 
47.19% 
47.70% 
48.15% 
48.54% 
48.89% 
49.21% 
49.49% 
49.740/0 
49.97% 
50.87% 
51.48% 
51.93% 
52.27% 
52.539'0 
52.75% 
53.40% 
53.74% 

Present & Proposed Rates (Without Taxes) 

Staff 
Recommended 

Alt. B 
5/8" x 

MinLnumCharg 
1st Tier Rac 

1st Tier Breakovt 
2nd Tier Rac 

2nd Tier Breakovt 
3rd Tier Rat 
Rates 

$ 14.75 

General Service 5/8 x 3/dInch Meter 

;dons 
onsumption 

1 ,m 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,ooo 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,OOo 
45,000 
50,000 
75,000 

100,000 

Present 

5/8" x 

1st Tier Rat 
1 st Tier Breakow 

2nd Tier Rat 
2nd Tier Breakovt 

3rd Tier Rat 
Rates 

$ 17.75 
20.15 
22.55 
24.95 
28.15 
31.35 
34.55 
37.75 
40.95 
45.15 
49.35 
53.55 
57.75 
61.95 
66.15 
70.35 
74.55 
78.75 
82.95 
87.15 
91.35 

112.35 
133.35 
154.35 
175.35 
196.35 
217.35 
322.35 
427.35 

M i n i m U m C ~  
4'' 
5 17.7: 

2.4 
3,m 
3.2( 

8,OM 
4.2( 

Company 
Proposed 

5/8" x 3 
Minimum Charg 

1 s t  Tier Rat, 
1st  Tier Breakove 

2nd Tier Rat1 
2nd Tier Breakove 

3rd Tier Rat( 
Rates 

5 23.00 
26.50 
30.00 
33.50 
38.60 
43.70 
48.80 
53.90 
59.00 
65.50 
72.00 
78.50 
85.00 
91.50 
98.00 

104.50 
111.00 
117.50 
124.00 
130.50 
137.00 
169.50 
202.00 
234.50 
267.00 
299.50 
332.00 
494.50 
657.00 

16.95 
19.15 
21.35 
24.35 
27.35 
30.35 
33.35 
36.35 
40.35 
44.35 
48.35 
52.35 
56.35 
60.35 
64.35 
68.35 
72.35 
76.35 
80.35 
84.35 

104.35 
124.35 
144.35 
164.35 
184.35 
204.35 
304.35 
404.35 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, place of employment and job title. 

My name is Jian W. Liu. My place of employment is the Arizona Corporation Commission 

(“ACC” or ‘cCommission~’), 1200 West Washington Street, Phoenix, Arizona 85007. My job 

title is Water/Wastewater Engineer with the Commission’s Utilities Division Staff C‘Staff’’). 

How long have you been employed by the Commission? 

I have been employed by the Commission since October 2005. 

Please list your duties and responsibilities. 

My main responsibilities are to inspect, investigate and evaluate water and wastewater 

systems. This includes obtaining data, preparing reconstruction cost new and/or original cost 

studies, invesagative reports, interpreting rules and regulations, and suggesting corrective 

action and providing technical recommendations on water and wastewater system 

deficiencies. I also provide written and oral testimony in rate cases and other cases before the 

Commission. 

How many companies have you analyzed for the Utilities Division? 

I have analyzed approximately 50 companies fulhlling these various responsibilities for the 

Commission’s Utiltties Division. 

Have you previously testified before this Commission? 

Yes, I have testified before the Commission. 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

What is your educational background? 

I am a Ph.D. Candidate in Geotechnical Engineering from Arizona State University (“ASU”). 

I have a Master of Science Degree in Natural Science from ASU and a Master of Science 

Degree in Civil Engineering from Institute of Rock & Soil Mechanics (“IRSM’), Academy of 

Sciences, China. 

Briefly describe your pertinent work experience. 

From 1982 to 2000, I was employed by IRSM, SCS Engineers, and URS Corporation as a 

Civil and Environmental Enpeer .  In 2000, I joined the Arizona Department of 

Environmental Quahty (“ADEQ’)). My responsibilities with ADEQ included review and 

approval of water distribution systems, sewer distribution systems, and on-site wastewater 

treatment facilities. I remained with ADEQ until transferring to the Commission in October 

2005. 

Please state your professional membership, registrations, and licenses. 

I am a licensed professional civil engineer in the State of Arizona. 

PURPOSE OF TESTIMONY 

Q. 

A. 

What was your assignment in this rate proceeding? 

My assignment was to provide Staffs engineering evaluation of the subject rate proceeding. I 

reviewed the Company’s application and responses to data requests, and I inspected the water 

system. The 

findings of my engineering evaluation are contained in the Engineering Report that I have 

prepared for this proceeding. The report is included as Exhibit JWL in this pre-filed 

testimony. 

This testimony and its attachments present Staffs engineering evaluation. 
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ENGINEERING REPORT 

Q. 

A. The Report is divided into three general sections: 1) Exemtzve Strmmaty, 

2) Engineenkg @oct Disms.rion, and 3) Engitzeeeting Qofl Exbib& The Discussions section for the 

Water System can be further divided into ten subsections: A) Location of Company; B) 

Description of the Water System; C) ADEQ Compliance; D) ACC Compliance; E) Arizona 

Department Of Water Resources (“ADWR”) compliance; F) Water Testing Expenses, G) 

Water Usage, H> Growth, I) Depreciation Rates; J) Other Issues. 

Please describe the information contained in your Engineering Report. 

RECOMMENDATIONS AND CONCLUSIONS 

Q. 

A. 

Q. 

A. 

What are Staff’s conclusions and recommendations regarding the Company’s 

operations? 

Staffs conclusions and recommendations regarding the Company’s operations are contained 

in the Executive Summary of the attached Engineering Report. 

Does this conclude your Direct Testimony? 

Yes, it does. 
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EXECUTrVE SUMMARY 

CONCLUSIONS: 

Engineering Report for: 
Chino Meadows I1 Water Company 
for a Rate Increase 
Docket No. W-0237OA-14-0231 (Rates) 

By: Jim W Liu 
Utilities Engineer 

JULY 15,2015 

1. 

2. 

3. 

4. 

5. 

6. 

The Arizona Department of Environmental Quality (“ADEQ) reported that the Chino 
Meadows I1 Water Company (“Chino Meadows” or “Company”) Public Water System 
(‘TWS”) No. 13-079, is currently delivering water that meets water quality standards 
required by 40 C.F.R. 141 (National Prhary Drinking Water Regulations) and Arizona 
Administrative Code, Title 18, Chapter 4. (ADEQ compliance status report dated October 
28,2014). 

The Company is located in the Prescott Active Management Area C‘AMA”) and is subject to 
Arizona Department of Water Resources (“ADW) AMA reporting and conservation 
requirements. ADWR reported that Chino Meadows is currently in compliance with 
departmental requirements governing water providers and/or community water systems. 
(ADWR compliance status report dated October 14,2014). 

A check with the Arizona Corporation Commission (“ACC” or “Commission7’) Utilities 
Division Compliance Section showed no delinquent compliance items for the Company. 
(ACC Compliance Section Email dated October 6,2014). 

Staff concludes that Chino Meadows has adequate production capacity and storage capacity 
to serve the existing customer base and reasonable growth. 

The Company reported 60,730,000 gallons pumped and 52,423,000 gallons sold, resulting in 
a water loss of 13.68% for 2013. 

Chino Meadows has approved Curtailment Plan and Backflow Prevention Tariffs on file 
with the Commission. 



RECOMMENDATIONS 

1. In the prior rate case, the Company adopted Staffs typical and customary water depreciation 
rates. These rates are presented in Table B and it is recommended that the Company 
continue to use these depreciation rates by individual National Association of Regulatory 
Utility Commissioners category. 

2. Staff recommends its average annual cost of $4,828 be adopted for the water testing expense 
in this proceeding. 

3. Staff recommends that the Service Line and Meter Installation Charges listed in Table C be 
adopted. 

4. Staff recommends that Chino Meadows prepare a report containing a detailed analysis and 
plan to reduce water loss to 10 percent or less. If the Company believes it is not cost 
effective to reduce the water loss to less than 10 percent, it should submit a detailed cost 
benefit analysis to support its opinion. In no case shall the Company allow water loss to be 
greater than 15 percent. The water loss reduction report or the cost benefit analysis shall be 
docketed as a compliance item within 90 days of the effective date of the order issued in this 
proceeding. 
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A. INTRODUCTION AND LOCATION OF COMPANY 

Chino Meadows I1 Water Company (“Chino Meadows” or “Company”) has submitted an 
application with the Arizona Corporation Commission (‘‘ACC‘’ or “Commission”) for approval of a 
rate increase in Docket No. W-0237OA-14-0231. Chino Meadows presently provides utiIity service 
to 908 water customers in Yavapai County, Arizona. Figure 1 shows the location of Chino 
Meadows within Yavapai County and Fwre  2 shows the certificated area. The Commission 
Utilities Division Staff (“Staff’) engineering review and analysis of the pending application is 
presented in this report. 

B. DESCRIPTION OF THE WATER SYSTEM 

The plant facilities were visited on December 9, 2014, by Jian Liu, Staff Utilities Engineer, 
and Teresa Hunsaker, Staff Public Utilities Analyst, in the accompaniment of Arden Bamey of the 
Company. 

The plant facilities consist of two active wells with total pumping capacity of 475 gallons per 
minute (“GPM”), four storage tanks with total storage capacity of 107,000 gallons, hydro-pneumatic 
pressure systems and distribution system serving 908 active connections during the test year of 2013. 
The detailed plant facility descriptions are as follows: 

Well/Plant Data 
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Storage Tanks Pressure Tanks 
Capacity Quantity Capacity Quantiq 
(gallons) (gallons) 

Booster Pumps 
Capacity Quantity 

(HP) 

2 
3 
4 

Total 

C. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (“ADEQ) 
COMPLIANCE 

1.017 

ADEQ reported that the Chino Meadows drinking water system, Public Water System 
(‘TWS’) No. 13-079, is currently delivering water that meets water quality standards required by 40 
C.F.R. 141 (National Primary Drinking Water Regulations) and Arizona Administrative Code, Title 
18, Chapter 4. (ADEQ compliance status report dated October 28,2014). 

D. ACC COMPLIANCE 

A check with the ACC Utilities Division Compliance Section showed no delinquent 
compliance items for the Company. (ACC Compliance Section Email dated October 6,2014). 
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E. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) 
COMPLIANCE 

Chino Meadows is located in the ADWR Prescott Active Management Area (“AMA”) and is 
subject to ADWR AMA reporting and conservation requirements. ADWR reported that Chino 
Meadows is currently in compliance with departmental requirements governing water providers 
and/or community water systems. (ADWR compliance status report dated October 14,2014). 

F. WATER TESTING EXPENSES 

The Company is subject to mandatory participation in the ADEQ Monitoring Assistance 
Program (“MAP”). Participation in the MAP program is mandatory for water systems that serve less 
than 10,000 persons (approximately 3,300 service connections). 

The Company reported its water testing expense at $4,790.54 d h g  the 2013 test year. 
Staff reviewed the Company’s reported testing expense and made certain adjustments to determine 
an average annual cost of $4,828 as shown in Table A. Staff recommends an annual water testing 
expense of $4,828 be used for purposes of this application. 

G. 

Table A. Water Testing Cost 

Monitoring 
I I I 

Total coliform - monthly $20 48 $960 I 
cost per Annual 

Expense I test I No‘ Of test 1 
MAP MAP $2,568 MAP - IOCs, Radiochemical, Nitrate, 

“ I ’ H M s  and HAAS $380 2 $760 
Nitrite, Asbestos, SOCs, & VOCs 

~~ ~ 

Lead & Copper - annually $540 

Note: ADEQ’s MAP fee for the 2013 Calendar Year was $2,568.14. 

WATER USE 

Water Sold 

Based on information provided by the Company, water use for the test year 2013 is 
presented below. The high monthly domestic water use was 223 gal/day per service connection in 
June and the low monthly domestic water use was 97 gal/day per service connection in November. 
The average annual use was 159 gal/day per service connection. 
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Non-account Water 

Non-account water should be 10% or less and never more than 15%. It is important to be 
able to reconcile the difference between water sold and the water produced by the source. A water 
balance will allow a water company to identify water and revenue losses due to leakage, theft, and 
flushing. The Company reported 60,730,000 gallons pumped and 52,423,000 gallons sold, resulting 
in a water loss of 13.68% for 2013. 

Staff recommends that Chino Meadows prepare a report containing a detailed analysis and 
plan to reduce water loss to 10.percent or less. If the Company believes it is not cost effective to 
reduce the water loss to less than 10 percent, it should submit a detailed cost benefit analysis to 
support its opinion. In no case shall the Company allow water loss to be greater than 15 percent. 
The water loss reduction report or the cost benefit analysis shall be docketed as a compliance item 
within 90 days of the effective date of the order issued in this proceeding. 



Chino Meadows I1 Water Company 
Docket No. W-02370A-14-023 1 
Page 5 

I H. GROWTH 

In December 2007, Chino Meadows’s customer base was 901 customers. In December 
2013, the Company had 908 customers. The Company estimates that Chino Meadows may have 
zero to two customers to be added per year. 

Staff concludes that Chino Meadows has adequate production capacity and storage capacity 
to serve the existing customer base and reasonable growth. 

I. DEPRECIATION RATES 

In the prior rate case, the Company adopted Staffs typical and customary water depreciation 
rates. These rates are presented in Table B and it is recommended that the Company continue to 
use these depreciation rates by individual National Association of Regulatory Utility Commissioners 
category. 
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Table B. Depreciation Rates 

Raw Water Supply Mains 50 2.00 I I I 

NOTES: 
1. These depreciation rates represent average expected rates. Water companies may experience drfferent rates due 

to variations in construction, environment, or the physical and chemical characteristics of the water. 

2. Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would be set m accordance 
with the specific capital items in this account. 
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J. CURTAILMENT PLAN AND BACKFLOW PREVENTION TARIFFS 

Chino Meadows has approved Curtailment Plan and Backnow Prevention Tariffs on file 
with the Commission. 

K. METER AND SERVICE LINE INSTALLATION CHARGES 

The Company has requested to change its service h e  and meter installation charges. These 
charges are refundable advances and the Company’s proposed charges are within Staff‘s 
recommended range for these charges. Staff recommends that the charges listed under the column 
heading “Company proposed & Staff Recommended” listed in Table C be adopted. 

Table C. Service Line and Meter Installation Charges 

- 

*Note: Meter charge includes meter box or vault. 
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Figure 2: Certificated Area 


